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Following is the text of an address made today by

Dr. Raymond T. Moyer, Director of the American Aid Program

in Korea (USOM), before the National Defense College:

I appreciate the honor which you have extended in inviting me

to speak here this morning. I have heard fine things said concerning

the National Defense College
$ and I have a high regard for its purposes.

I am sure that this college will play a very significant role in provid-

ing informed and understanding leadership in Korea during the years

ahead.

I welcome, also, this opportunity to present to you, who will be

leaders in the service of your country, a statement setting forth some

of the important facts concerning a subject currently of great

importance to the achievement of goals which your country and mine share

in this part of the world during these difficult days.

For, indeed, Korea and the United States do share many goals,

hopes and responsibilities of vital importance in this area. It was

in Korea that the United States made a historic decision to help oppose,

by force, attempts through military aggression to extend Communist

domination in the Far East. In the defense of free world interests

which followed, Korea and the United States stood together with other

members of the United Nations. Communist aggression was halted, but

at the cost of heavy casualties and a large expenditure of money by both

our countries. Today we continue to stand together in opposing Communist

aggression and in seeking, in this part of the world, progress toward

an international situation under which nations gradually can work out

their national future in freedom and peace.

(more )
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Yet, it is evident that the accomplishment of this goal cannot

be achieved easily. As one of its contributions to the continuing

defense of the free world in this region, the Republic of Korea continues

to maintain large military forces. In addition — as the damage of war

has gradually been repaired and stability established — your country

is coming to grips with the important task of its longer-range economic

development. This development is aimed at providing a better living

for its people and a level of economic activity through which, from its

own efforts and resources, it can assume an increasing share of the cost

of its military and development efforts.

It was evident from the beginning that the new Republic of Korea

— devastated by war, and with meager natural resources — could not

alone bear the economic burden entailed in the tremendous problems with

which it was confronted. To help meet this burden, therefore, the

United States has made available large amounts of economic and technical

aid under the Mutual Security Program, constituting the single largest

program of such assistance anywhere in the world.

One measure of the important role which this assistance has played

in meeting Korea f s economic problems is seen in the fact that, in 1959,

a little more than one -third of the General Account of the national

budget was financed with funds derived directly from the aid program.

If there is added to this figure the revenues which the government

collected from customs duties on U.S# aid goods, and from the foreign

exchange tax on U.S. aid dollars, the funds derived directly or

indirectly from the aid program in 1959 make up in total about 48 percent

of this budget. A second fact indicating the extent of United States

economic aid to Korea is that, over the past three years, American aid

dollars have paid for about 83 percent of all the civilian goods imported

into Korea.

(more )
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With these few facts in the background, I now shall speak on the

subject I have chosen this morning. United States Economic and

Technical Assistance to Korea.

I. THE PROGRAM

As the first part of what I shall speak about let me now attempt

to give a picture of what has been done with the large amounts of

economic assistance that have been given to Korea, and of what this

assistance has helped Korea to accomplish. From conments sometimes

heard I get an impression that this program is not always well under-

stood. Even after six months in Korea, I myself find it somewhat

difficult to grasp its full extent, and presenting a simple clear picture

of it is not easy. In attempting to do that this morning I shall take

up, separately, the assistance given under each of the major forms which

thij aid takes.

1. Project Aid

To begin, I will speak first of that form of United States

economic assistance aimed at helping Korea to rebuild the economic

facilities damaged by the war and make a start in its longer range

program of economic development. This is the portion of United States

economic aid given to projects improving services and expanding production

in fields such as transportation, electric power, telecommunications,

industry, mining and agriculture.

A very important problem of Korea lies behind this form of

aid. As a result of the war, Korea’s railways, power facilities, highway

bridges and industries were destroyed or badly damaged. The division of

Korea into North and South, also, deprived South Korea of the electric

power and the considerable concentration of industries which had been

built under the Japanese in North Korea.

(more
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Accordingly, the end of the war left Korea without many of

the means which it needed to carry on economic activities and manufacture

the goods needed by its economy. Also, Korea is not rich in natural

resources# As a consequence, economic and financial resources of the

Republic of Korea have fallen far short of that required to support its

military effort and development program#

If, therefore, Korea is gradually to become more capable of

meeting the cost of its military and development efforts out of its own

resources, it will have to broaden the economic base from which the

Government can draw revenues, and build up a capacity to produce more

of the goods it requires. Toward helping Korea make progress in the

tremendous effort this requires approximately $500 million has thus

far been made available by the United States in these programs.

To illustrate what this money has been used for, let me give

a few specific examples.

To improve the railways of Korea, 95 diesel locomotives have

been supplied, nearly 300 bridges have been rehabilitated, and 170 miles

of new rail lines have been constructed, serving new areas and new

industries.

To help increase Korea T s supply of electric power, which is

essential to industry and all other forms of economic activity, aid

funds in this program have financed the equipment and engineering

services needed to add 127,000 kilowatts of new capacity. Tens of

thousands of additional kilowatts will result from the use of funds

set aside for the repair and extension of transmission lines, the

addition of new plants, and the repair of others.

(more )
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I have spoken of industry. Out of funds made available in

this program, $40 million have been set aside for some 240 medium and

small industrial plants. These include plants in such important fields

as cement, textiles, glass making, chemicals, pharmaceuticals, automobile

tires, iron and steel products, food processing and ceramics. As of

January 1 of this year, 101 of these plants had already been constructed;

and plans now are so well advanced that it is expected construction

will be underway on practically all of those remaining by the end of

this year. It is estimated that, by the end of 1961, industries then

in operation will contribute to the Korean economy goods valued at 90

billion hwan.

In the field of heavier industries, aid funds have financed the

cost of the large modern urea fertilizer plant at Chungju, for which

$34 million have been used in financing the necessary equipment and

engineering services. Construction of this plant has been completed,

and it now is beginning to manufacture fertilizer. When in full

operation its output will take care of between 25 and 30 percent of

Korea 1 s estimated need for nitrogenous fertilizer, for which nearly

$40 million in foreign exchange now is used annually.

Among other projects aided in this program, one for the

improvement of telephone services has made it possible to increase

civilian telephones in use from about 8,000 in 1953 to 67,100 at the

end of 1959, or about eight times. Also, water supply systems have been

rehabilitated and improved in 54 cities and towns in different parts of

Korea. Toward the improvement of Korea's highways, 378 highway bridges

have been restored, 280 miles of highways and streets have been paved,

and 386 pieces of heavy equipment have been imported for construction

purposes. For improvement of the fisheries industry, funds have been

provided for the construction or purchase of 330 fishing vessels, and

the introduction of modern g.ar and fishing methods have helped increase

mackerel production from 27,000 metric tons in 1957 to approximately

60,000 metric tons during 1959.

(more )
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*

It often happens, in their early stages, that programs such as

these appear to lag, and people become impatient with the delays.

The fact is that, during the initial stages, visible progress is slow.

Behind the scenes, however, progress is being made in the necessary

engineering, financial and management planning. This essential work

is not always visible.

In such situations there usually comes a time when the

summit of the period of planring and preparation has been passed, and

visible progress becomes evident to an ever increasing extent. I

believe that we now have reached this latter stage in many elements of

the assistance program. From here on, more and more visible evidence

of accomplishment should appear, and each year more and more of the

projects financed with assistance in this program will make their full

contribution to Korea’s economy.

2. Non-Pro.iect Aid

Now, turning to the second major form of the economic assistance

made available in this program, let me take up the assistance given

in paying for the purchase abroad of the large volume of industrial raw

materials and consumer goods that Korea needs to import but for which

it does not have foreign exchange of its own. I have mentioned that,

through the U.S. fiscal year 1959, assistance given to projects totaled

approximately $500 million. For the same period the assistance for the

part of the program about which I now am going to speak, commonly referred

to as Non-Project assistance, has been about twice that figure, or around

$1 billion.

A look at some specific items purchased with this aid will give

a clearer picture of its importance to Korea.

(more
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One of these items is cotton, for which about 14 percent of the

$1 billion has been spent. Some of you remember vividly, as I do,

the situation in Seoul after the Korean War. Shops were bare of goods;

people kept warm with such clothing as could be found, sometimes with

cast-off G.I, uniforms; many were without employment. Among the amazing

changes that have occurred since that time is the increase which has

taken place in the volume and variety of cloth, making it possible for

people to be adequately clothed. Eehind this change are the large

number of textile mills which produce the cloth; but without the raw

cotton, which takes dollars to import, the mills could not operate, and

many people now employed would have no means of gaining a livelihood.

A second category of commodities for which these aid funds are

spent includes the motor fuels and lubricating oils used by the busses,

trucks, taxis and other motor vehicles which have increased so greatly

in recent years. About 13 percent of the $1 billion has been used for

such items. Without an adequate supply of the fuels and lubricants

these require, many vehicles would have to stop running. As a consequence

the public would be greatly inconvenienced, economic activity would be

handicapped, and many people would lose a means of employment.

A third large item is fertilizer, for which an average of about

$50 million in foreign exchange has been required annually in recent

years, using about 27 percent of the funds in this part of the program.

Through a use of this fertilizer the farmers of Korea have been enabled

to increase the production of rice to above pre-war levels. This has

provided not only enough rice for Korea’s own use but a surplus for

export as well.

Another category of these commodities consists of machinery

and spare parts which Korea's rapidly growing industry needs to replace

worn-out equipment. Under this category, also, plant owners sometimes

purchase equipment to enlarge their facilities, and occasionally new

plants also are equipped in this way. Through 1959 a total of $124

million was made available £>r such purposes, representing about 13 percent

of the total non-project aid.
(more )
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3 . Counterpart Funds

An important feature of these aid programs, developed under

the Marshall Plan aid in Europe, is the "counterpart system". Under

this arrangement, those who receive commodities purchased with U.S* aid

dollars pay for them in the currency of the country* This money —

hwan — in the case of Korea — is then deposited in what is called the

Counterpart Account, and is used to benefit the economy further in

projects agreed upon by the host country and the U.S*. You might be

interested in some of the more important specific uses to which these

funds are put.

The largest single item benefitting from these funds is the

military budget. Over recent years between 40 and 50 percent of all

counterpart funds derived from the commodities mentioned — plus the

counterpart funds derived from surplus agricultural commodities imported

under what commonly is referred to as the P.L. 480 Program — have been

used for this purpose.

Counterpart funds also have been used for many other

purposes; such as:

- To finance the local cost of constructing the urea

fertilizer plant, and the large bridge over the Han River.

- To help finance the cost of the country-wide reforestation

program, highlighted by the ceremonies on March 21, that

promises to be of such great importance to the economy of

Korea.

- To assist in constructing 498 separate irrigation projects,

which have provided controlled supplies of water to half

a million acres.

- To construct nearly 2,400 classrooms for schools through-

out Korea.



-9-9- x x throughout Korea.

- To meet the local costs of many of projects improving

railways, port facilities, power plants and highways, for

which assistance also has been given in dollars to purchase

machinery, equipment and supplies that had to be imported.

4* Technical Cooperation

The form 3 of assistance I have mentioned thus far involved

financial aid, in dollars or in counterpart funds derived from dollar

aid, or both. At this point I want to refer to a somewhat different

element in United States assistance to Korea, involving technical rather

than financial aid, and which, we believe, will in the long run, prove

of great value. This is the aid given for demonstration and training,

commonly referred to as ’’technical cooperation.” Its purpose is to

help Korea develop the technical skills and management experience it

needs to carry out its responsibilities for the economic and social

development of Korea.

Some specific items will illustrate how the money for this part

of the program is being used.

For example, between 1955 and 1959 a total of about 1,400

persons have gone abroad for observation and training, largely

to the United States but also to other countries, including

countries of Asia that offer some special experience from which

Korea might profit.

In another kind of project, a contract with an American

University provides assistance to strengthen the Colleges of

Engineering, Medicine, Agriculture and Public Administration

of Seoul National University.

In another project, aid is being given to Korea's effort to

develope an Agriculture Extension Service throughout the

Republic of Korea, to demonstrate improved farming practices

and train farmers in their use. An important element in its

activities is the development of 4~H Clubs for the rural youth

of Korea, which now boast a membership of around 200,000 future

(more )
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farmers and farm wives, learning new farm and home practices

and the principles of democracy in action.

With the help of another American University, the

Republic of Korea is strengthening the work of its Economic

Development Council, through which it will do its longer-

range development planning.

These activities in technical cooperation illustrate what is

being done in this part of the assistance program, but they represent

only a small part of the whole effort.

This, then, concludes the part of my talk presenting some of the

details of what is being done with United States assistance in these

programs, and of what this assistance is helping Korea to accomplish.

To summarize, this aid has played a major role in helping the

Republic of Korea in the following ways:

1. To recover from the damage and destruction of war.

2. To achieve reasonable economic and financial stability.

3* To make a beginning in longer-range programs of economic and

social development.

4* To bring benefits to the people: directly, through improvements

such as in irrigation, school buildings and better roads; and

indirectly, by creating overall economic conditions under which

it is possible for people, with their own efforts, to help

themselves.

II. PRINCIPLES UNDERLYING COOPERATION IN THESE PROGRAMS

Now, I suggest a look at several important fundamental points in

the arrangements and understanding under which this aid from the United

States is given.

(more
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The most fundamental characteristic of these aid programs is that

they are based on cooperation between the United States arc} the host

country, entered into freely by both sides. Various programs of economic

and technical assistance have been conducted by the United States

Government now for nearly two decades. In all these programs, the twin

themes of coopc- c/cion and mutuality have been present from the beginning.

Resting on that basis, as these programs do, nothing is more

important to their success than that there be clear understanding and

agreement with respect to the basis on which the interested members

cooperate. Furthermore, being a cooperative venture, this basis must

be satisfactory to the country making use of the aid, otherwise it will

not undertake effectively and enthusiastically the actions necessary if

the intended purposes are to be achieved.

On the other hand, the basis also must be acceptable to the country

giving the aid, else its government and people will not be prepared to

make the sacrifices involved in providing the money. As a practical

matter, unless there is mutual agreement on fundamentals in the

cooperation, combined with mutual confidence and trust, it will be

difficult on a day-to-day basis to harmonize views on the individual

questions that inevitably arise in planning and carrying out the program,

resulting in delays.

And so, I now turn to some of the principles, of fundamental

importance, which the United States applies in making available assistance

in programs such as this one in Korea.

1 • Cooperation for Agreed Objectives

Cne of these principles, applicable in all countries where

United States gives such assistance, is that the nature and amount of

its aid must be related to an achievement of important national objectives

in which both countries have a deep and strong interest, and for the

achievement of which they agree to cooperate.

(more)



-12-12- x x to cooperate*

The national interests of any two countries are seldom

identical, and cases exist in which the area of mutual interest is so

restricted that aid can be considered for only limited purposes, or not

at all. In other cases, as in Korea, there is a wide area of agreement

in the interests and objectives in which it is possible to unite. Where

such an area of agreement is present there exists a firm and solid basis

for cooperation, and for assistance to the extent that there is a need

for it.

In its broader aspects this basis is found in our mutual desire

to stem the tide of communist expansion, and to insure that countries

shall have the opportunity, in freedom and peace, to develop in ways

consistent with the genius of their own cultures. In seeking, here in

Korea, to achieve this broad objective we share, also, an interest in

certain specific objectives to which the aid is related. These include:

1. To maintain a sound economic base, making it possible

for Korea to continue its military effort without damaging

economic and financial consequences.

2. To create conditions improving the well-being of

the Korean people, in order to provide a healthy internal

situation supporting the Governments military defense

effort and economic development.

3« To make progress in economic development so that

Korea can meet more of its economic and financial needs

out of its own efforts and resources, and become progressive-

ly less dependent on outside aid.

(more
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The converse of the principle presented here is that United

States aid cannot be used for purposes other than those on which

the countries agree. Accordingly, specific proposals for United States

assistance must be examined strictly from the point of view of what is

necessary and will most effectively carry out the agreed purposes.

For example, it would not be proper to use aid funds to satisfy the

desires of any particular person or group exerting pressure to receive

such assistance, having primarily in mind personal profit or political

advantage. The only acceptable criterion is this: What is sound for

Korea and will most effectively help achieve the agreed objectives?

In this connection, the question sometimes arises as to what

motives lie behind the aid which the United States has given in these

programs. There are some who suggest that this is primarily out of

a humanitarian desire to help others improve their living conditions.

Behind these programs there is, indeed, an element of humanitarianism.

During the last several decades, the American people, through

such organizations as private foundations, missionary groups and the

Red Cross have responded often with generous assistance in meeting

natural disasters. They also have helped institute programs of health

and education in almost every country of the world. Moreover, I am

convinced that without this interest in the welfare of other people,

which is deeply seated in the Airierican people, the American government

could not get the support for these programs which the American people

have given for so long.

Yet, for the most part, governments tax their people only for

purposes which it believes will serve the national interest. This is

true of the Republic of Korea, and it is true also of the United

States. The United States offers assistance in these programs believing

that they serve important national interests of the United States; and

Korea welcomes the assistance because of its belief that this will help

advance important interests of Korea. Happily these interests include

important elements on which we can unite, and this fact provides a basis

on which cooperation and assistance are possible.
(moru)
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As in all cases where two parties cooperate in achieving a

common purpose, both sides benefit. By putting together the efforts

and resources available to both, more will be achieved than could be

gained by either side using its own efforts and resources alone*

2. Host Country Responsibility

A second important principle of American aid is that United

States decisions on the nature and amount of its aid will take into

account the extent to which the host country takes action on matters

within its control that are necessary if the aid is to be used effective-

ly, and on natters which the country could do on its own part toward

achieving the agreed objectives to which the aid is related.

It is reasonable to expect, I think, that a host country will

assume this responsibility. In doing so it gives concrete evidence

of its serious interest in achieving the objectives on which the

cooperation is based. Also, we might look :.t the question from the

American side of the picture. The United States has no magic means

through which to acquire the money it makes available for its aid programs.

These funds are appropriated byjthe United States Congress out of revenues

paid in taxes by the American people.

With respect to taxes, Amer leans are no different from people

anywhere else; they do not like to pay them* Moreover, in a number of

countries, as in Korea, the United States has not asked for repayment of

any of the funds for the extensive assistance I have described. In such

circumstances not only does it appear reasonable that the host country

will itself do all which it can in its own behalf. Unless it does so,

effective achievement of aid objectives becomes impossible at all.

(more)
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In saying this I want to make mention of some of the significant

steps which Korea has already taken in this connection. In particular,

I would like to pay tribute to actions taken by the Korean Government

that have brought about the significant financial improvements which

Korea has achieved during the past several years. Domestic revenues,

for example, have increased from 179 billion hwan in 1957 to 249 billion

hvan in 1959, Over the same three-year period, also, the gap in Korea’s

balance of payments has narrawed from $371 million in 1957 to about

$220 million in 1959.

An even more striking accomplishment, perhaps, has been the

financial stabilization achieved during the past several years. A month

or two ago, when discussions were taking place between our two governments

on the subject of exchange rates, attention was focused on the rise

which had occurred in the wholesale price index, amounting to approximately

30 percent over the four year period since 1955.

What is remarkable is that the increase was held to so small

a figure. An enormous success was achieved. This can be better

appreciated when it is remembered that, for the years prior to 1955,

there was a rise in this price index averaging about 60 percent each

year. While the large volume of aid goods imported during this period

was an essential factor in achieving this success, the results obtained

would have been quite impossible without the sound policies and vigorous

efforts of the Korean Government in its stabilization program.

It might be appropriate, at this point, to refer briefly to

the exchange rate problem. This is a question which inevitably arises

in any country where, as in Korea, inflation is a constant threat because

expenditures for military and other purposes far exceed the revenues

collected. In such situations it is difficult to prevent damaging price

rises. This has happened in many countries
; and it has happened in Korea.

(more )
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As they rise, the prices of commodities produced within the

country quickly get out of line with prices of the same commodities

produced abroad. Unless the exchange rate is adjusted accordingly,

similar goods can be imported for less than they can be produced domestical-

ly; and the price of types of commodities which the country night export,

calculated at a low official exchange rate, is so high that they cannot

be sold on the world market.

A practical problem arises for the United States, when exchange

rates are out of adjustment, in situations as in Korea where the United

States pays in dollars for the goods and services purchased by its

military forces stationed in the country. When the official exchange

rate is seriously out of line, the United States pays a substantially

larger amount in dollars for these goods and services than would be

required if the exchange rate were at a realistic figure. On this

point, I might mention that there is a strong feeling, in both the

Executive and Legislative Branches of the United States Government, that

it is not reasonable to ask this of the United States which, at the

sane tine, is making available grant aid in such large amounts with

nothing required financially in return.

For these various reasons the question of exchange rates has

inevitably arisen in Korea, and it has become necessary from time to

time to make a change in the rate, not just to eliminate inequities

but, of even greater importance, to serve the best interests of the

Korean economy.

As the responsible officials of your government well recognize,

continuing vigilance and effort are required to insure continuing

progress in directions where so much has already been accomplished.

(more)
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Impressive gains have been made in the revenues collected in

taxation by the government, but these still are far from meeting the

total cost of Koreans military and civilian effort. Although great

progress has been made in reducing the balance of payments deficit,

foreign exchange earnings still are far from enough to import the

commodities which Korea needs.

The success achieved in Korea’s stabilization program over the

past several years represent'* a significant achievement, but continued

attention to the serious inflationary pressures still present will be

necessary if the gains achieved by what has already been done are to

be maintained.

Continuing effort also will be needed to capitalize on the

excellent beginning made toward creating conditions favorable for

private investment, through the legislation recently enacted and the

investment guarantee arrangement subsequently agreed upon. As now

is widely understood, private investment, which combines capital with

the best technical know-how, can make a very important contribution to

Korea’s economic development. Aggressive action following up the steps

already taken should help substantially to bring to Korea the

benefit to its development efforts which this source of investment

capital can provide.

A problem on which Korea has as yet made relatively little

progress is in its export trade. Whereas the volume of imports has

declined markedly during the past several years, exports have not

increased appreciably. While longer experience will be necessary before

Korea can know which of its export commodities enjoy a special advantage

in the world market, success in expanding exports will require vigorous

and serious -efforts to sell abroad what is produced competitively in

excess of its own requirements.

(more
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Another important matter is the effective utilization of the

Government’s own financial resources. These, rather than aid, are the

most important resource available to Korea. Under Communism, governments

employ harsh measures to insure that the country’s resources are used

for purposes it deems most important. Under democratic forms of

government such measures are not tolerated • Yet every country must

strive constantly to insure that its limited domestic revenues and

its foreign exchange are used only for highest priority purposes.

CONCLUSION

In conclusion let me say a word looking ahead. Many feel as I do

that, from an economic point of view, Korea is now entering something of

a new era. Aid has been reduced, but a great deal of economic activity

has been restored and resources of many kinds are available for

continuing progress. Progress already achieved encourages the expectation

that significant new economic advances will be made in the years ahead.

In saying this, I an very much aware that Korea's economic and

financial resources alone are not adequate to meet all the problems now

confronting it. With steps to encourage private investment, it may

reasonably be expected that an increasing portion of the outside funds

needed for capital investment will cone from that source. Loans under

the Development Loan Fund also nay be expected to be available for sound

projects encouraging new growth.

President Eisenhower has repeatedly stressed the importance of

continuing economic aid from the United States and so, I believe, has

every candidate mentioned as a prominent possibility for President in

the next election, whether Republican or Democrat. In his State of the

Union message, presented to the Congress in January of this year,

President Eisenhower had this to say:

”To remain secure and prosperous themselves, wealthy

nations must extend the kind of cooperation to the less

fortunate members that will inspire hope, confidence and

progress

.

(more
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nIf we grasp this opportunity to build an age of productive

partnership between the less fortunate nations and those that

have already achieved a high state of economic advancement, we

will make brighter the outlook for a world order based upon

security, freedom and peace. Otherwise, the outlook could be

darkjindeed. We face what may be a turning point in history,

and we must act decisively. !l

He also said:

11America did not become great through softness and self-

indulgence. Her miraculous progress and achievements flow

from other qualities far more worthy and substantial-

- Adherence to principles and methods consonant with

our religious philosophy

- A satisfaction in hard work

- The readiness to sacrifice for worthwhile causes

- The courage to meet every challenge to her progress

- The intellectual honesty and capacity to recognize the

true path of her own best interests.

"To us and to every nation of the Free World, rich or

poor, these qualities are necessary today as never before

if we are to march together to greater security, prosperity

and peace.”

These expressions summarize much that is important in our cooperation

between our two countries in the programs of economic and technical

assistance in Korea, of which I have spoken. With sturdy qualities

in the character of the people, and on the sound principle of effective

action by Korea itself, supplemented by outside aid, I believe there

lies ahead for Korea an economic future, increasingly hopeful.

# # #
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Speech by Prime Minister John M. Chang before

the Seoul Correspondents Club, February 23, 1961

Mr. Chairman and Members of the Seoul Correspondents Club,

I wish to thank you for your very kind invitation to speak here this

evening. It is indeed a great honor and pleasure to be -tie to address an

audience so keenly interested in what is going on in Korea as all of you are.

Six months have passed since the inauguration of the new Government

in August last year. They have been momentous months both for the

Government and the economy, and I feel that this is a good point to stop and

re-examine some of the issues of major interest and significance during the

period.

With this in mind I have therefore decided to present for you this

evening a review of what I believe to be the more important happenings in

our Government and economy since I assumed office in August I960, as well as

give you some indication of my Government* s position on important current

issues.

First of all, let us lock briefly at the course of the Government.

The elections of July 29, I960 resulted in an overwhelming majority

for the Democratic Party - 179 seats cut of 233 in our House of

Representatives. This presumably offered every possibility for quick

enactment of much-needed new and corrective legislation, passage of the

Budget for 1961, and the start of an effective program to get us on our

feet economically.

As you know, however, even before the election the seeds of

factionalism were already present in the Party in the form of two major

groupings generally labelled the ’Old Guard* and ’New* factions. They

came to the surface at the time of my selection as Prime Minister and a

scant two weeks after formation of the Government, forced the establishment

of what to all intents was a coalition cabinet. An open split occurred in

November when many of the ‘Old Guard* faction members announced their

withdrawal from the Democratic Party and the organization of the New



Democratic Party. The Governments strength was reduced to 127 seats.

Although the split initially introduced problems in enacting essential

legislation, the Government nonetheless welcomed the establishment of an

organized Opposition as a sine qua non in the development of our

democratic government.

The Democratic Party now has 129 seats in the House. This is a good

working majority and I feel that the Government T s position today is quite

firm. The change last month to an all-Democratic Party cabinet, excepting

two carry-over pure independents, may be taken as evidence of the

confidence which we have for the future.

I should also like to say a few words about the parliamentary system

which we adopted last summer for our national government. It is a system

very new to Korea. The concept that the supreme governing power of the

State lies in a popularly elected National Assembly to whom the Government

is responsible, is in large measure in direct contradiction to our tradition

of a single individual, equipped with strong - even dictatorial - powers at

the head of the State. The latter idea has beon a basic one in our culture

for several centuries, and there are many who even today say that the type

of responsibility embodied in the parliamentary s ystem will not work here.

I do not agree with them, although assuredly there were times

during these past six months when it must have appeared to many that more

could have been accomplished, and quicker, with a popularly elected chief

of state possessing relatively unrestricted executive power. However, to

these persons I reply that the sacrifices of our youth during the April

Revolution should not be forgotten so soon, nor must we ever lose sight of

the reason for that Revolution. I am firmly convinced that our parliamentary

system does work, and that it is serving well, and will continue to serve well,

the purposes of democratic government for which it was adopted.

The past six months have been active ones in our foreign relations.

One of the most significant actions was the start of talks with Japan in

October, aimed at resolving the major outstanding questions between us, which

must be agreed before normal diplomatic relations can be resumed.
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My Government has fe
n

: ' t a rational approach to this most important

problem of friendly relations end trade with our closest neighbor could produce

tangible results within a moderately reasonable period of discussion.

Progress has been made; however, there has been a slowing down in the

negotiations recently, and I feel that the Japanese side may be mis-

interpreting our stand. In this regard, I should like to make it very clear

that we entered the talks in all sincerity, ready to discuss issues objectively

and rationally, and this continues to be the position of my Government.

Both our countries will obviously benefit greatly from normalization of

relations, especially in the field of trade. Moreover I wish to point out

particularly to the Japanese side that once normalization is achieved there

will be ample opportunities for mutually beneficial investment in Korea.

Regarding the varying opinions expressed here at home on the

Japanese question, I believe we must be realistic in our consideration of

this matter. It is already more than 15 years since Japanese control over Korea

ended, and the world has moved ad rapidly during this time. The period

of political colonization is dead for all except the Communists. I am sure

that in this age of the United Nations we have little to fear from Japan in

this respect.

Fears of possible economic domination have also been voiced, but I am

certain also that with sensible controls this can definitely be prevented.

Moreover, we are looking for investments and trade from other countries, as

is witnessed by the Cabinet 1 s recent proposal to extend the provisions of

the Foreign Investment Law to any country having normal diplomatic relations

with us, and by the signing today of a Trade Pact with the Republic of the

Philippines. Although following normalization, trade with Japan may be

expected to increase, it cannot attain a monopoly hold over our economy.

I feel Korea stands to gain much more by looking at modern-day Japan

from an objective viewpoint, rather than from the completely emotional

position which characterized the dealings of the previous government. I trust

that Japan will also look at modern-day Korea in this same light.

I should also like to mention several other important activities in

the field of foreign relations. Last November, Korea and the Republic of the



Philippines signed a visa agreement designed to promote further friendly-

relations between our two countries. I have already noted the signing of a

trade agreement with the Philippines which took place today in Manila.

Another trade agreement is under negotiation with the Republic of China, and

signing is expected scon. At the same time negotiations for a trade agree-

ment are now being held with the Republic of Vietnam, and positive action will

be taken in the immediate future for trade agreements with other free world

countries.

Establishment of friendly relations with certain nations usually

referred to as •neutralist 1

,
and with the newly independent countries of

Africa, likewise is a basic part of our revitalized foreign policy. We are

planning to open five new diplomatic missions during this year covering Asia,

South America, Africa and Europe. It is our intention also to participate

actively in international political actions such as the Foreign Ministers*

Conference held in Manila in January*

Let us turn now to the subject which is uppermost in everyone's mind

here inside Korea, and undoubtedly in the minds of many outside, that is

the state of our economy.

An extremely grave economic situation was inherited from the Rhee

government, brought on in large measure by the unrealistic attitude toward

the foreign exchange question, a generally negative and highly emotional

approach to trade with Japan, and the extensive tax irregularities and

corruption which characterized the period. One of the most urgent matters

left facing the New Government - ^s to find a solution for the almost

disastrous unemployment situation. There was also tho necessity to institute

corrective measures to remedy the long-ignored deficit operations of our

public utilities, railways, and other government?l or quasi-governmental

corporations

.

Between 1953 and I960 foreign economic aid provided to us from all

sources totalled approximately 1.9 thousand million dollars. Close to 600

million dollars of this was put into projects. Another 1.2 thousand

million dollars consisted of sustaining commodities, while the remainder

represents the value of relief supplies.
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To say that important improvements were not achieved with this aid

during the period would be to deny the obvious, and would serve no useful

purpose. Reconstruction did occur, many new capital additions were made to

our economy, and in the last few years a relative degree of economic

stability was achieved.

Despite this great amount of help, however, the Rhee government

continued to temporize and failed to carry out essential economic reforms.

The basic problems thus remained, and the goal of economic viability was as

remote as ever. Economic thinking during the period was geared, to all

intents, to a belief that grant aid would go on forever.

The attitude of the New Government, on the contrary, is that we cannot

keep on endlessly asking our friends for free assistance. Korea's economy must

be gotten on its feet, and it is up to the Korean people, working together,

to carry this out. The measures we must take may be painful but the tame for

temporizing is ended, and no matter how hard or distasteful the facts may be

they will be faced.

It is necessary to point out, however, that for a very reasonable time,

grant aid will still be required, that is until corrective actions in the

economy have had time to talcs effect. This is also recognized by the

United States Government, which is making substantial grant assistance

available this year in conjunction with our plan.

In this same connection, I should like to refer to the joint

discussions which were held in Washington in October I960, end the mutually

agreed plan of action which evolved therefrom. This included adoption of a

unitary foreign exchange rate, an increase in public utility and rail

transport rates, and an extensive program to provide work opportunities for

the jobless and underemployed.

At the same time, arrangements were ma.de for discussions to be hela at

a later date to bring aid procedures in Korea into conformity with

applicable United States laws.

The Democratic Party even prior to the elections of last July advocated

the establishment of a realistic exchange rate as one of the basic steps

toward the achievement of economic viability.
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Initially, in coir
4 7ir.g the 1961 Budget last fall a rate of 1,000

hwan tc one US dollar was employed rather than the then existing 650 to 1

rate. This was recognized at the time by the Government to be a temporary

rate only, pending full study of the problem. Then on 1 February a new rate

of 1,300 hwar to one US dollar was established, after careful consideration as

to what exchange level would best serve the interests of the economy as a

whole, and at the same time could reasonably be maintained. The 1300 to

1 rate does away with a variety of rates existing during the Rhee period,

which offered all sorts of opportunities for irregularities and political

pressures. It might almost be said that the elimination of these factors

alone is sufficient to justify the change.

The benefits, however, are much more than this. For instance, the new

rate allows us to compete favorably in world markets and expand exports, an

absolute essential to the improvement of our bal^nce-cf-payments position

and the reducing of our present dependence on foreign rid. I should also like

to note an already important side effect, which is the making of many

black market activities unprofitable.

There will be various adjustments in internal prices as a result of

the rate change. But it must be remembered that many commodity imports

before, wore based upon auctioned foreign exchange, the rates for which

ranged somewhere near the new rate.

Undue rises therefore are not expected, and any profiteering and

speculation based on the r°te change will not be tolerated, but will be met

by the Government with all countermeans at its disposal.

Turning now to the question of adequate puolic utility and rail rates,

in this case again the Rhee government failed to face reeJ-ity. The power

companies and the national railway have been operating at a loss for many

years. Our economy cannot afford the luxury of what has been tantamount

to nationally subsidized rail and power services. In other words, if we ere

to get our economy straightened out, we are going to have to pay for what

we use.

As the first step in this direction rail freight rates were raised

by 60% starting from 1 January. Likewise, the Government will shortly
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submit proposed increases in electric power rates averaging 50%.

A major point in our discussions with the United States last October

was a new aid agreement. Various exceptions in general aid procedures had

been accorded the Republic of Korea in the past by the United States

Government. The end of the Rhee period brought possibilities for an objective

solution to our economic problems , and the United States asked us to discuss

revision and consolidation of the several existing agreements to bring them

into line with the provisions of the US Mutual Security Law.

I wish to spy here that the new aid Agreement, which was signed on

February eighth, was arrived at, on the basis of frank discussions between

the two sides. The principal considerations were our present need for

economic assistance, which absolutely no one can deny, and the fact that the

United States Government is willing to furnish us with suostantial aid, but

in providing, it is bound by 1-ws established by the United States Congress.

Since the signing, there have been criticisms by various groups in

Korea, largely of provisions of the Agreement which permit United States

representatives to review aid programs, operations and role-tea records. This

has been interpreted as infringing upon our national sovereignty.

I think the whole matter must be looked at from - very practical

standpoint, and in the light that the concepts and actual practice of their

democratic principles by the American people make infringement on the

national sovereignty of another country completely abhorrent to them.

I feel in this respect also, that the new Agreement might better be

considered as a statement of the terms of an equal partnership, into which

the United States is putting a substantial amount of capital, and we, both

capital and our labor. Certainly the rights of one partner arc not

infringed upon by the other partner’s wanting to know how the partnership

is progressing.

Probably the most serious economic problem faced by the new Government

is extensive unemployment and underemployment. Forthright measures to cope

with these have been worked out based upon a large-scale public works

program which will commence next month.
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However, the entire "1 jing of a fully adequate program is beyond

the present capabilities of the Government. Therefore, this matter was also

discussed with the United States Government last October, and supplemental

support for the program was received with the promise of ten million dollars

worth of surplus commodities to be used for wage payments in kind. For its

own part, my Government has budgeted from its own funds the hwan equivalent

of another some 28 million dollars. Owing to the time element, most of the

financing of the program has had to be included in the Supplementary Budget

now under consideration by the National Assembly. It will start as soon as

that Budget is approved, presumably in the first part of March.

The major part of the public works program, which has been designated

the National Construction Service, will emphasize small-scale projects —
reforestation, erosion control, irrigation, flood control, road building,

and urban public works. The projects will provide work for hundreds of

thousands of the unemployed, -’1 large numbers of seasonably idle farm

workers.

I wish to stress that one of the most important features of the

program is, that it provides constructive work, not just relief. In other

words, it is not a "handout" program, but one that furnishes real jobs. The

benefit to the morale of the persons working on the projects is obvious.

I believe I am not exaggerating when I say that this is the most

significant single undertaking in the economic field ever started in Korea.

In stating this, I am not in any way disparaging the results of the efforts

to restore our economy already expended by our own people with the very

great help of the United States, and other nations of the Free World.

What I do mean, is that for the first time in our national history we

are taking positive action to get everyone in this country to work.

Out of the program, will come, not only material benefits in Improved

national resources but - and I feel this is equally, if not even more

important - there will come realization on the part of all our citizens that

they are participating together as a nation in a single, vast, community

effort to make a better tomorrow for all of us.
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In this spirit we shall move forward, steadily and surely, until the

attainment of economic independence is finally won and we can face the future

confidently and on our own.

In conclusion, I should like to say something about our national

defense.

The April Revolution had an important impact upon our Armed Forces.

During the latter part of the Rhee government many members of the Armed

Forces were concerned over the mounting economic and political pressures on

their families. The concern of a large number, who favored the Democratic

Party, undoubtedly was heightened by being deprived themselves on election

day, March 15, I960, of the right to vote as they personally saw fit. As a

result, by mid-March I960, the morale of the Armed Forces had reached a low.

The April Revolution and the establishment of the new Government

brought them also new hope and a new spirit. Since then, training programs

have been conducted steadily in this new spirit. Additionally, the fire power

of the Army and the Marine Corps has been increased, more vessels have been

added to our Naval Forces, and we have an effective, combat-ready Air Force

equipped with modern jets.

Today the morale of our /Armed Forces is at the highest point it has

been since the Korean War. All branches of service are now at peak condition,

fully ready to defend our nation against any attack by the Communists.

For Korea, this is a time for courage. That our people have courage

was demonstrated ten years ago during the Korean War. Cur students

demonstrated it again last April.

But the present calls not only for courage to fight Communism. It

calls also for the courage to face economic facts squarely, to accept austerity,

and to work with unceasing determination until cur goal of economic

independence is finally attained.

It will not be an easy course, but I feel certain that our people

have that courage, that they will meet the challenge, and that when the story

is told later, it will be one of full success.

- End -

9



.4

\

I larch 31, 1961
Page 5

I o Po3 itifvj. JSfo5 rs

1. Manor Mews Xtem - International

LIVING IK U„g, (ta 3/33 I'M)

Washington D,C» About 90% of the 4*000—odd Korean students. in the
KZ. are working their way through school, either part time or full time 0
According to information furnished by Korean students here, about 60% of the
total number of Korean students are worming full cirne (3 or more hours a day)
while 30% are employed part-time. This trend among Korean s tudents to
work their way through school became noteworthy since the April Revolution,
This situation, . therefore, is forcing many Korean students to stay longer
in the U,S, until they couple te their educativjii, Employment available
lor these Korean students ranges from positions of waiters, to teem, driver
to clerks of law firms.

u minority of Korean students are studying under a generous
scholarship, while many are seriously considering to make the U3 their
permanent home. On the average two to three cut of ten Korean students in
ne E3 0 seem to be planning to stay in the U,3 0 after completing taeir

education. But the Korean diplomatic officials h^rc say that an increasingly
large number of Korean students are returning home, Tney warn aaainst a
swooping generati n, pointing ut that many Korean students came to the US
in 1954 without finishing a college c urso in Korea* and therefore they will
nave to stay for a considerable time in the U»S« to complete their education
here.

. ?
f the Korean students who have been staying in the U,S. after

mishing their education here, those who majored in national sciences
outnumber social science majors percentagewise. The reason for’ this is that
natural science majors are arudmus to receive practical training hero and also
they find bettor employment opportunities than s cial science r.aj ,rs.

Since most of the Korean students in the U.S, are f marriageable
age, s the problem f marriage is of considerable concern to them.
Extremely few Korean students have found thoir better halfs hero in the
U.o. amopg native Americans, and most of them intend to rrr.ke ohe U.3,
oh^ir permanent home® rria e seems tc be a serious menar-ce t their
study. For example, a c uple who have been married 1 or one and half a
years f^unl it so hard t make ends meet that the husband is working as a
taocL driver, while his wife is staying at home with her child. Even though
she can easily find a job, she prefers t stay at hone with her child,
oecause a baby-sitter will cost her as much as her wages. The husband,
in the meantime, gets up at seven in the morning, and returns home at ninem the evening to slumber in bed until dawn.

Another married K roan student with two children had been supporting his
aV 1

*}ter
;.

30 r’luch oi his t±n n s been taken up b; his

~

jobtn..t he h .s oeon delaying his education, until he can send mis children to
iw rea sa that he nay continue his studies. In fact, ho has been in the U.3.
for eight year8 .
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A more happy picture f Lurried K ^rean students in the U„S„ nay be
drawn around m„ 0 Ki-Chan

,
who is stup in' for Lis ?h 0 D a in international

law at Georgetown C die ;e 0 Tlds 32 year Id student came to the US
followin'* the Korean armistice after work-in/ - as an interpreter at Pannunj on.
Married three years ago, he has a daughter « Even though he is studying with

$2,000 ^ year plus a tuition fellowship, he finis it hard to make a living
for his family without receivin': extra research expenses, while his wife is
helping with more than ten hours f outside work each week* According
to Mr 0 0, he must have at least $6,000 a year to make ends meet.

Fortunately, he is coming beck go Korea this year after subr.ri.ttin.: his
thesis for a Kh 0D, (SST/Cha)

'TIMING OF UQ35AN QUESTION ON U5 ^CEa^A UNi TEDICT:.BWL (TA 3/30 PM)

UN Kq* — It still remains uncertain as to when the present UN General
Assembly session will take up the Korean problem because the r YLitical
Committee is bogged down on the first of the five items on its a enda

—

the U e S 0 proposal for a UN plan on the independence and economic development
in Africa* The Korean ambassador to the UN Im Chan-Yon

,
in the meantime,

is known to be striving for an early debate on the Korean issue through his
behind-the- scene activities with vari us delegates to the UII 0 Ambassador
IK thinks that there is a 75$ chance fra debate on the Korean issue
at the UN*

The 'prevailing opini n here, even thou h there has been no official
agreement, is that the UN General Assembly will recess leaving: some of the
cold war problems for the fall session*,

Many delegates are urging the P litical C rmittee to speed up its
debates. If the African issue is resolved within ' week, there arc prospects
that the Korean issue nay be taken up by the General Assembly before it goes
into recess* Ambassador IM, in the meantime, met Wednesday oath the U„3.
Ambassador to the UN, Mr 0 STEVENSON, to exchange informal views on the
possibility of an early bo’ ate on the Korean issue* Mr, STEVENSON is
expected to inform Amb-isoad- r IM within a few days of the US stand n the
matter*

Many delegates, on the other hand, say that no constructive s lubion
will be found on the Korean issue, unless, as has not happened in the
past, both sides adopt substantially the same stand over the issue* They
show little enthusiasm for debatin. : the Korean issue at the present session
of the UN General Assembly* (SET/Cha)

NEW JAKANE5E PROPOSAL ON TUK/Tt-ENT OF KOPEAN RESIDENTS gg rjr.D (TA
3/31 AM)

Tokyo — Japanese delegates to an unofficial conference on the legal
status of Korean residents, held at the Kayu Kaikan building in Tokyo
Thursday morning, explained their stand on the issue as follows:

0





I. INTRODUCTION
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The purpose of this paper is to outline the ROK Government budgetary-

procedure and structure and to provide basic data on the CY 1961 budget,

as passed by the National Assembly in late December I960.

II. BUDGETARY PURPOSE

In brief, the ROKG budget is a forecast of anticipated revenues and

the planned allocation of these revenues over a given period of time

—

usually a fiscal year. The budget provides the central government, as

well as the various subsidiary bureaus and agencies of government, with a

device for formulating immediate and long-range policy; for allocating

scarce resources among alternate needs; and for coordination of the various

activities of government. In addition, as implementation takes place,

the budget provides a benchmark for measuring progress. Through the

budgetary process, control is exercised over the orderly expenditure of

government funds.

III. BUD r ETARY CTCLE

The Korean budgetary process calls for months of detailed planning

and preparation, prior to the submission of the annual budget to the

National Assembly.

The statutory requirement for preparation and submission of the budget

is found in Article 15 of the ROK Fiscal law, Number 217, dated September

24, 1951 which requires all heads of central agencies and ministries to

submit detailed estimates of revenues and expenditures to the Minister of

Finance by May 31 of the year preceding. Among cabinet ministers, the

Minister of Finance becomes the chief architect of the national budget.

Within the Ministry of Finance, the Budget Bureau is the administrative

office responsible for monitoring and coordinating all budgetary activities.

Budget Preparation—Executive

In practice, the Ministry of Finance, in late March or early April,

transmits to the appropriate agencies of the ROKG a request for preliminary
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budgetary estimates. Within each ministry or agency, the development of

budgetary estimates is usually coordinated by the Chief of the General

Affairs Section who operates under the direction of the Parliamentary

Vice Minister or his equivalent.

In the initial preparation of budget estimates, each ministry or

agency is guided by general guidelines previously developed through parti-

cipation of the several Ministers in the policy-making decisions of the

State Council. The State Council thus exercises both executive and

legislative responsibilities.

After receiving the preliminary submissions of the respective

ministries and agencies, the Budget Bureau of the Ministry of Finance

prepares a preliminary budget for transmission to the State Council. The

Minister of Finance is required to submit by mid-July of the year preceding,

an estimated consolidated budget to the State Council for its review and

approval. While not as detailed as the final budget that will eventually

be developed, the document submitted at this time shows proposed expendi-

tures at least by major item*

It is at this juncture that the State Council, with all ministers

participating, formulates the basic principles on which the final budget

will be constructed. The budgets of the various ministries are discussed,

the magnitude of the total budget is decided, and the adjustment of the

various ministerial budgets within the total is accommodated. In a "state-

ment of principles" resulting from these State Council deliberations, the

magnitude and emphasis of the fin^l budget are articulated.

The Minister of Finance is charged with the responsibility for

screening the initial budget submissions of each ministry in the light of

the basic principles approved by the State Council. During June and early

July the Director of the Budget Bureau of the Ministry of Finance conducts

hearings and screens each ministry or agency budget. As a result of

these screenings, each budget is "costed" and adjustments are made between

the various parts of each budget, within the limits set by the State Council.

This is a period intense activity for the Budget Bureau.



- 3 -

Article 91 of the present ROK Constitution requires that the

finalized budget must be submitted to the first session of the National

Assembly, which meets each year on September 1. Thus, the Budget Bureau

in the Ministry of Finance must prepare by September 1 the final budget,

in detailed breakdown, for a second review by the State Council, and

subsequent submission to the National Assembly.

Budget Review— Legislative

In his annual budget message to the National Assembly, the Prime.

Minister states the policies that his administration will follow in the

coming year, and transmits a budget in keeping with these basic policy

decisions. Immediately following, the Minister of Finance delivers a

statement which explains in further detail the rationale of the budget

and requests approval of the National Assembly.

Upon receipt of the budget proposal, the National Assembly appoints

a number of standing committees which examine the budget in detail along

functional lines (agriculture, banking, health and education, etc.). These

committees are empowered to conduct an ’’inspection of the national admini-

stration” by means of formal hearings at which time cabinet ministers and

other senior ministerial officials are asked, under oath, to explain and

justify the budgetary submission of their particular ministry.

After the standing committees have completed their investigations,

the total budget is submitted to the ’’Budget and Settlement Committee” of

the Assembly which is composed of three members of each of the standing

committees participating in the ’’inspection” exercise. This all-powerful

Settlement Committee, made up of the best parliamentarians and most in-

fluential members of the National Assembly, finalizes the budget, which

is then suomitted to the Plenary Session of the National Assembly for

approval

.

The ’’National Assembly Procedures Act" requires Plenary Session

approval of the budget by November 30. Upon passage by the National

Assembly, the budget is submitted to the House of Councilors which must

within twenty days complete any hearings and agree on any recommended

revisions of the budget.



The National / ssembly is not bound to accept revisions made by the

House of Councilors. Should disagreement develop, the will of the Assembly

prevails. The ROK Constitution provides that the National Assembly must

make a final decision on the national budget prior to the beginning of

the fiscal year (January l) . The budget as finally adopted by the National

Assembly is then submitted tc the State Council for executive approval

of any increases recommended by the National Assembly. The ROK Constitu-

tion further provides that the National '.ssembly cannot increase the amount

of any line item in the administration’s budget, nor may it add any new

item without the consent of the State Council.

After the State Council has passed on any revisions recommended by

the National Assembly, the budget is signed by the President and promul-

gated.

IV. BUDGET rLFCCTIT1 OR AI-PLlAiZNT^TION

The ROK Government Fiscal Code provides that, upon approval and pro-

mulgation of the budget, the Minister of Finance will apportion the budget

among the several spending agencies in order to execute (implement) the

budget as adopted. Although the Fiscal Code requires that the Finance

Minister apportion the whole of the budget at one time, a proviso is in-

cluded in the Code which permits him to apportion the budget on a monthly

or quarterly basis, provided that such action has the approval of the

State Council and is necessary for ’’orderly treasury management." In

practice each spending agency is authorized to obligate funds as approved

in the budget on a monthly or quarterly basis in order that expenditures

may be made in coordination with the ,lflow” of revenues into the ROKG

treasury. Apportionment constitutes authority to obligate. Funding and

disbursement are separate actions and take place only as revenues become

available.

The Fiscal Code further provides that, an item both approved by the

National Assembly and apportioned by the Minister of Finance, may be

carried over into the next fiscal year for expenditure, provided the
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spending agency or ministry has entered into an actual expenditure agree-

ment (called obligation or "directives of grant") prior to December 31.

If the item has not been liquidated by February 28 of the ensuing fiscal

year, the spending agency may request further carryover authority from

the Ministry of Finance.

Technically, the budgetary process permits carryover of cash expendi-

tures only through January 31. Bookkeeping transfers not involving cash

expenditures may be expended through February 28. In both cases this

applies only to prior year items that have reached the obligations stage

prior to December 31.

In brief, ROKO budgetary procedures require that a particular budget

item must go through the following stages: (l) apportionment; (2) execution

(implementation); (3) obligation; (4) funding; and (5) expenditure or

liquidation. The practice of permitting a carryover to the budget year

of prior year items which have not reached the expenditure or liquidation

stage complicates the budgeting process in that budgeted expenditures

for a particular fiscal year may be less than "authorized" expenditures

for the same period.

With respect to the counterpart portion of the budget, ROKG practice

has been to consider apportionment action as taking place upon release

of counterpart funds by the Combined Economic Board. Thus, the spending

ministries or agencies are not authorized to obligate counterpart funds

until after such funds have been released by CE:3, Although this practice

is considered as "extra-legal" in terms of the ROKu Fiscal Code, it has

been used as a means of limiting the expenditure of counterpart funds

to the generation of s’ ch funds through the aid program. .Iso, the State

Council has been inclined to treat the counterpart program submitted by

MOR and EOF as somewhat sacrosanct, and not subject to uninhibited State

Council examination.

V . SPICl. L PiuVISIviS IK R'T/ UP- ETARY PROCEDURES

In order to interpret the final ROK national budget for FY 1961,

approved by the National Assembly on December 31* I960, certain
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4

\

terminology needs clarification or definition:

The ROKG budgetary regulations provide for
a normal fiscal year of 12 months (January
through December), plus two extra months in
the ensuing fiscal year during which time
the accounts are kept “open” for the liqui-
dation of prior-year obligations.

i

Overdrafts, or borrowings from the Bank of
Korea as a source of funds for financing various
governmental activities, are permitted by ROK
Fiscal Law (Chapter I, Article 4 of the Finance
Law of September 1951). In the implementation
of these regulations, two tvpes of overdrafts
are permitted:

1. Temporary overdrafts: A temporary means
of deficit financing whereby the Ministry
of Finance is permitted to "overdraw" the
accounts of the ROKG in the Bank of Korea,
with the proviso that repayment will be
made within the current fiscal year (December
31).

2. Permanent overdrafts: A means of deficit
financing whereby the Ministry of Finance
is permitted to "overdraw" the accounts of
the ROKG in the Bank of Korea, without re-
payment having to be made within the same
fiscal year.

c. Carryover: The ROKG fiscal law makes provision for carry-
over into the next fiscal year of unexpended
funds and of obligations authorized from prior-
year budgets. These orovisions include the
carryover of obligations which may extend
through more than two fiscal years. Thus, the
books of FY I960 are not closed until February
28, 1961 during which time certalii revenues
and interdepartmental transfers and expenditures
are credited to FY i960 funds.

d. National Bonds: These are bona fide bonds which are redeemable
by the ROKG upon maturity. Present practice
is to require that persons transacting office

1

business with the ROKG, such as successful
bidders for government construction contracts
and grantees of government licenses and
franchises, must purchase national bonds equi-
valent to a given percentage of the contract
price or license fee. No forced purchase
of these bonds by the Bank of Korea is involved.

a. Fiscal Year

b. Overdrafts:

e. Industrial Reconstruc-
tion Bonds: _

The FI 1961 budget calls for the "issuance" of
industrial reconstruction bonds to the Bank of
Korea. In reality these bonds represent a form
of deficit financing in that the proceeds of
the bond issue will be derived from the Bank
of Korea creating a line of credit in the name
of the Government.
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f. Counterpart:

g. Public Law 480:

h. Section 402:

ip Military Budget
Support

:

j. Trust Fund:

k. Acquisition Costs:

1. General Accounts:

m. Special Accounts:

Generally used to include all aid-generated local
currency available for use by the ROKG. More
rigorously, it means local currency (Hwan)
generated through the sale of ICA commodities
other than Section 402 and PL 480 surplus
agricultural commodities. Although legally owned
by the ROKG, joint U.S.-host country concurrence
is needed for any expenditure of these funds.

The Agricultural Trade Development and Assistance
Act of 1954 authorized the distribution of US
surplus agricultural commodities to needy nations
friendly to the U.S. Commodities distributed
under Title I are sold for local currency, while
commodities distributed under Titles II and III
are normally grants in kind and do not generate
local currency deposits.

The mutual Security Act provides that a portion
of the aid provided under the Act must be in
the form of U.S. surplus agricultural commodi-
ties to be sold for local currency, which in
turn is normally made available to the cooper-
ating country on a grant basis.

Refers to that portion of aid-generated local
currency which is allocated to assist in meeting
the military budget requirements of the host
country.

That portion of counterpart funds which is
reserved in a trust fund for designated U.S.
expenses incurred in administering the aid
program in the host country.

Acquisition costs represent a capitalization
of project commodities brought in under the
aid program for either government or private
project sponsors. Private project sponsors
are required to deposit a portion of the capi-
talized value upon arrival of the commodities.
The balance is advanced as a loan which is
liquidated over a period of years by the pro-
ject sponsor. In the case of government
projects, capitalization is accomplished by
offsetting entries in both revenue and expendi-
ture accounts.

Domestic revenues collected by the Republic of
Korea Government through taxes, customs duties
and the sale of government bonds, and expendi-
tures for civil government, defense, and
economic reconstruction activities are handled
through the "General Accounts."

The operating accounts of the various ROK Govern-
ment monopoly enterprises, as well as revenues
and expenditures arising from such governmental
activities as management of vested properties

9

former imperial estate management, transportation,
communications, etc. are handled through "Special
Accounts .

"
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n* Capital Budget: Although the FY 1961 budget does not contain
a separate capital budget as such, capital
expenditures for investment and loan activities

in various government enterprises and sectors

of the economy are summarized in what is

referred to as the Government Investment and

Economic Development Program. Capital expendi-
tures included in this Program are financed
with aid-derived as well as domestic resources
and are handled through general accounts and
the various special accounts.

o. Economic Reconstruc-
tion Budget and
Economic Rehabi-
litation Account:

, ,
. . ,

.. , , . u , . .

That portion of the "capital budget" which is

financed with aid resources is referred to as

the Economic Reconstruction Budget. The
Economic Rehabilitation Account acts as a

control account for government project activities

p. Budget Format: The budget submission of each ministry or

spending agency must conform to the general
pattern of segregating budgeted expenditures
by: (l) Part; (2) Chapter; (3) Section;

(4) Items; and (5) Sub-Item (object-class).

See Table 6 which illustratively details the
FY 1961 General Accounts Budget expenditures

for the Ministry of Forestry and Agriculture.

q. Transferability
of Funds: National Assembly approval is required for

the transfer of funds between parts, chapters,

sections, and items of an approved budget

(see Budget Format above). However, the head
of a spending agency may transfer funds between
sub-items of an approved budget with prior
approval of the Ministry of Finance.

VI. STRUCTURE OF THE, ROK 'iirtT

The Korean national budget is basically a cash budget in that estimates

of expected expenditures for the period (fiscal year) are matched against

anticipated revenues from various sources. A cash budget is not an operat-

ing statement, but rather a prediction of "cash flows" anticipated and

necessary for the discharge of planned expenditures. In the implementa-

tion of the budget, expenditures must be balanced against the flow of

receipts from all sources of revenue.

The ROKG national budget can be broken down into two basic components;

namely, the General Accounts Budget and the Special Accounts Budget. As

passed by the National Assembly on December 31, I960 the FY 1961 General

Accounts Budget lists both anticipated revenues and expenditures at
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Hwan 505.0 billion and the Special Accounts Budget lists anticipated

revenues at Hwan 252.5 billion and anticipated expenditures at Hwan 247.0

billion. Tlie total of these two component budgets cannot be considered

as a "consolidated" budget because of revenue transfers between accounts

in the two budgets. For the sake of clarity, the General Accounts Budget

and the Special Accounts Budget will be analyzed separately. In addition,

because of the magnitude of aid-generated revenue available as a means

of financing activities in the General Accounts Budgets, the Counterpart

portion will be analyzed separately.

VII. STRUCTURE OF THE GENERAL ACCOUNTS BUDGET

The General Accounts Budget includes such activities as the admini-

strative functions of the various government ministries and agencies not

engaged in revenue-producing enterprises; the collection of taxes and

customs duties; and, national defense activities.

Revenue Sources in the FY 196I General Accounts Budget

Table 1 shows the anticipated revenues in the FY 1961 General Accounts

Budget. While domestic revenues are expected to total Hwan 260.6 billion,

a portion of this amount represents either deficit financing or the trans-

fer of funds from the Special Accounts Budget. For instance, the ROKG

expects to operate its various monopoly enterprises (salt, ginseng, and

tobacco) at a profit and to transfer the sum of Hwan 23.0 billion from

the Special .-..ccounts Budget to the General Accounts Budget to help finance

regular expenditures. In addition, a total of Hwan 26.6 billion in deficit

financing is budgeted as a revenue in the General Accounts Budget consist-

ing of a temporary overdraft of Hwan 5.0 billion on the Bank of Korea and

Hwan 21.6, to be realized from the "issuance" of Industrial Reconstruction

Bonds to the Bank of Korea.

The balance of the revenues needed to finance budgeted expenditures

in the General Accounts Budget is expected to be realized from counterpart

revenues totalling Hwan 220.3 billion plus acquisition costs totalling

Hwan 24.1 billion. Acquisition costs represent revenue in kind in the

na ure of ICA-financed goods and services famished to the public sector.



- 10 -

This amount is exactly offset expenditures in kind of Hwan 24.1 billion

shown under General Accounts expenditures

.

Expenditures in the FY 1961 General Accounts Budget

On the expenditure side. Table 1 shows the General ccounts Budget

of Hwan 505.0 billion broken down between the Civil Government Budget,

the Defense Budget, and the Economic Reconstruction Budget. The Civil

Government Budget includes accounts for the various ROKG ministries and

bureaus which carry on the civil governmental functions of a non-revenue

producing nature and which rely upon the central government for their

operating revenues to pay salaries, administrative expenses, etc. The

Defense Budget, is handled as one of the major categories of the General

Accounts Budget and is financed primarily from aid-generated revenues.

The Economic Reconstruction Budget, financed completely from counterpart

revenues, is in reality a part of the total government Investment and

Economic Development Program which is financed from a combination of

several revenue sources. Table 2 gives a breakdown of FY 1961 General

Accounts Budget expenditures by sub-item (object class).

a. Civil Government Budget Expenditures

The major part of the expenditures in the Civil Government

Budget totalling Hwan 254 .

&

billion will be used for such operational

activities of the ROK Government as salaries, personnel expenditures, utili-

ties* etc. In addition, the FY 1961 Civil Government Budget calls for

a redemption of Hwan 10.5 billion in National Bonds, or Hwan 3.5 billion

more th^n is budgeted for sale (revenue) during the same period. Industri-

al Reconstruction Bonds call for an expenditure of Hwan 21.5 billion, to

be financed through an overdraft on the Bank of Korea. Although not

shown separately under General Expenditures in Table 1, Hwan 71.7 bil-

lion or 36$ of the total Civil Government Budget expenditures are desig-

nated as a part of the ROKG Investment and Economic Development Program.

Total expenditures under this Program are shown in Table 10.
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For illustrative purposes Table 3 gives a breakdown of Civil

Government Budget expenditures by ministry and major government office.

Ministry of Forestry and Agriculture expenditures are listed at Hwan 22.29

billion. This budgeted expenditure is further detailed in Table 6 which

shows Parts, Chapters, and Sections of the FY 1961 General Accounts Budget

of the Ministry of Forestry and Agriculture.

b. Defense Budget Expenditures

The ROK Government Defense Budget for FY 1961 as shown in Table 1

totals Hwan 165.6 billion. Only Hwan 5.8 billion of this amount will be

derived from domestic revenue. The balance, or Hwan 159.8 billion, will

come from aid-generated local currency resulting from the U.S. aid program

in Korea. This is shown in Table 5. A breakdown of major Defense budget

expenditure items is shown in Table 4.

c. Economic Reconstruction Budget Expenditures ;

The Economic Reconstruction Budget essentially covers aid funds

used to finance projects in both the government and private sectors.

Table 1 lists total budgetary expenditures for Economic Reconstruction of

Hwan 84.6 billion including acquisition costs. This figure is precisely

the difference between total aid-generated local currency of Hwan 244.4

billion and the Hwan 159.8 billion allocated to the Defense Budget. A

major portion (excluding transfers to OSROK, Administrative Expenditures,

and Reserves) of expenditures in the Economic Reconstruction Budget will

be transferred to the Economic Rehabilitation Account to finance certain

ROKG projects. Projects in the private sector are handled through loan

fund accounts in such agencies as the Korean Reconstruction Bank and the

Korean \griculture Bank. The Government considers counterpart expendi-

tures through the Economic Reconstruction Budget for government projects

and for private projects, to be a part of the ROK Government Investment

and Economic Development Program. In this total Investment and Economic

Development Program are included not only counterpart transfers to the

Economic Rehabilitation ccount, but also all investment-and development-

type expenditures made through the General Accounts and the Special Accounts.
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RCK Government investment-and-development-type expenditures for

FY 1961 are expected to total more than Hwan 197 billion. A detailed

breakdown of the source of these funds is given in Table 10. The Hwan

73.1 billion shown as "Aid Resources" differs from the figure of Hwan 84.6

billion shown in Table 1, by the sum of 0SR0K handling costs, administrative

expenditures and reserves. Details of the Economic Reconstruction Budget

are given in Tables 7 , 8, and 9. Table 7 shows the breakdown of ROKG

projects by agency totalling Hwan 49.9 billion. Table 8 then shows the

details for the ministry of Forestry and Agriculture totalling Hwan 11.1

billion. Finally, Table 9 shows the det-ils of private projects financed

through the Economic Reconstruction Budget which total Hwan 28.3 billion.

VIII. COUNTERPART FUNDS

A total of Hwan 218.4 billion in aid-generated local currency is

exoected to be collected during FY 1961 as a result of aid commodity

imports into Korea. In addition, Hwan 1.9 billion is exoected in

Counterpart Loan Fund repayments. Including acquisition costs, this

means that the Counterpart Budget for FY 1961 is expected to total Hwan

244.4 billion, as shown in Table 5.

Sources of "Counterpart" Revenue

Of the total "counterpart" revenue (excluding acquisition costs) for

FY 1961, almost two-thirds is expected to be derived from the s^le of ICA

non-project funds through the Bank of Kore^

.

additional Hwan 26.6 billion in revenues is exoected to be realized

from the sale of U.S. surplus agricultural commodities under Section 402

of the *-ututal Securitv -ct. The total Hwan bid for the purchase of

Section 402 commodities is deposited to the account of the U.S. Government.

These funds are then utilized exclusively for support of the ROK Defense

Budget

.

Additional "counterpart" estimated to total Hwan 24.5 billion

is expected during FY 1961 through the "transfer" of U.S. -owned local

currency proceeds from the sale of U.S. surplus agricultural commodities
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under the orovisions of Title I of Public Law 480. During FY 1961 it is

expected that customs duties collected on aid-goods imports will total

Hwan 24.6 billion. Beginning in FY 1961 customs duties are deposited to

the counterpart account.

In addition to the above major sources of counterpart revenues during

FY 1961, a total of Hwan 1.9 billion is expected from the forfeiture of

security funds deposited in the Bank of Korea against the opening of sub-

authorizations, and an additional Hwan 1.9 billion is expected from

repayments into the Counterpart Loan Fund account against prior-year advances.

Counterpart Expenditures

Nearly three-fourths of the total counterpart expenditures (excluding

acquisition costs) for FY 1961 will be used for support of the ROK Military

forces. Hwan 159.8 billion will be transferred directly to the ROK Govern-

ment Defense Budget and will account for 96.5$ of total military expendi-

tures.

The preponderance of the balance of counterpart funds will be allocated

through the Economic Reconstruction Budget for government projects and for

private projects as noted above. Table 10 shows by project and as between

government and private activity, the approved FY 1961 counterpart project

program, together with authorized expenditures from regular ROKG funds

for the same purposes.

Status of Counterpart Projects in FY 1961 Budget

Through the Economic Reconstruction Budget, counterpart funds are

used to finance projects in both the government and private sector. Many

of these projects extend over more than one fiscal year and hence represent

a continuing M claim” on counterpart funds. The degree of firmness of such

claims depends upon the budgetary status of a particular project.

Project Agreements normally detail the total amount of counterpart

funds which will be needed during the life of the project. However, only

the amount needed during the budgetary period is nonnail}' included in the

budget for a particular fiscal year. As the project progresses, budgeted



funds are released (apportioned) by CEB action. In the case of Government

projects, CEB counterpart releases are transferred by MOF to the Economic

Rehabilitation Account from which expenditure must be additionally

authorized by the Ministry of Finance. In the case of private projects,

CEB counterpart releases give MOF authority to transfer funds directly

to the project accounts in the Korean Reconstruction Bank or other spending

agency. Once counterpart funds for private projects have been transferred

to the spending agencies, no further action is required by the MOF.

The total potential "claim” on counterpart funds at any one time

includes not only the budgeted amount for the fiscal year, but also the sum

of prior CEB releases which have not been withdrawn from the Counterpart

Deposit Account by MOF, plus unexpended balances in the Economic Rehabili-

tation Account for ROKG projects.

Table 11 outlines in detail, by area of activity and type of nroject,

counterpart projects in both the government and private sector and shows

the relative degree of "firmness" of claims on counterpart for each project.

IX. STRUCTURE OF THE SPECI .L -CCOUNTS BUDGET

The FY 1961 Special Accounts Budget is made up of a group of twelve

special accounts which are used as control accounts for various ROK Government

activities. Special Accounts are used for government activities of a

revenue-producing nature, as well as for quasi-government activities which

are not easily acc^nmodated in the Genera.l Accounts Budget.

Table 12 lists the twelve accounts included in the Special Accounts

Budget for FY 1961 together with estimated revenues and expenditures for

each account. As passed bv the National Assembly, the Special Accounts

Budget lists anticipated revenues at Hw~n 252.5 billion and anticipated

expenditures at Hwan 2A7*0 billion, giving a budgeted surplus of Hwan 5*5

billion.

a. Monopoly Enterprises Special ,'.ccount

The ROK Government operates a number of revenue-producing enter-

prises which sell commodities either for export or for consumption on the

domestic market. The three major monopoly enterprises are tobacco, ginseng,

and salt. During FY 196I it is expected th^t only the tobacco monopoly
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will operate at a profit. In total, the Monopoly Enterprises Special Account

is expected to show a profit of Hwan 23.0 billion which is to be transferred

to the General Accounts Budget as a budgeted revenue. Summary details are

shown in Table 13.

b. Grain Management Special Account

The Grain Management Special Account is used as a control account

for ROK Government activities in the agricultural sector. Loans to the

Korean Agriculture Bank are handled through this account. In addition, the

annual rice lien program, and other related agricultural activities of the

ROK Government ere controlled through this account. Although the volume

of revenues during FY 1961 is expected to reach Hwan 49.2 billion, expendi-

tures are expected to reach nearly the same level. Summary details are

shown in Table 14.

c. Ministry of Transportation Special Account

The Ministry of Transportation h's management responsibility for

the Korean National Railway and for the management of ROK Government-owned

hotels. These two major sources of revenue are expected to yield a total

of Hwan 60.3 billion during FY 1961. Maintenance end operational expenses

are expected to total Hwan 60.1 billion, leaving a small budgeted surplus

in this special account. Summary details are shown in Table 15.

d. Ministry of Communications Special Account

Postal, telephone nnd telegraph receipts by the ROK Government

are expected to total Hwan 27.7 billion during FY 1961. Expenditures for

the operation and maintenance of these Government controlled facilities are

expected to exceed Hwan 32.2 billion, thus leaving a deficit of Hwan 4.5

billion. Summary details are shown in Table 16. Excluded from these

revenues and expenditures are activities carried on by the Ministry of

Communications in implementing a loan of $3.5 million from the Development

Loan Fund.

Tables 17 through 24 give a summary breakdown of revenues and

expenditures in each of the other eight accounts included in the ROKG

Special Accounts Budget for FY 1961.
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X. NOTE ON FIRST SUPPLEMENTAL BUD'ET FOR FY 1961

As of this writing the first supplemental budget for FY 1961 has been

submitted to the National Assembly. Summary data pertaining to this

budget are shown in Table 25. The budget, which represents a net addition

to the FY 1961 budget, is shown to be balanced at Hwan 104.1 billion.

Most of the additional revenue is projected to come from aid-generated local

currency. Deficit spending is projected through an increase in the issuance

of Industrial Reconstruction Bonds amounting to Hwan 13.6 billion. The

National Construction Service Program which represents an expenditure of

Hwan 40.0 billion will be financed in part from revenue in kind in the

form of PL 480 Title II commodities valued rt Hwan 13.0 billion. The

Program will be handled through a new account within the Special

Accounts Budget.

Daniel J. James
Office of Program nnd Economic Policy
USOM/Korea

February 15, 1961
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Table 1

Republic of Korea
FY 1961 General Accounts Budget

Revenue

(in billions of Hwan)

FY 1961

A, Domestic Revenue

1 • Taxe s

(a) Domestic Taxes

Income Tax 19*3
Corporation Tax 10.1
Business Tax 12.1
Inheritance Tax .3
Mining Tax .1

Travel Tax 3.6
Registration Tax 3.6
Reassessment Tax .3
Education Tax 11 #9
Automobile Tax 3.4
Liquor Tax 15. 0
Commodity Tax 39.6
Restaurant Tax 2.1
Electricity and Gas Tax 3.9
Admission Tax 2.6
Revenues transferred from previous
years 8.0

(b) Land Income Tax

(c) Customs Taxes (non-aid imports)

Import Duties 23.3
Commodity Taxes 10,4

2. Monopoly Profits (Net)

3. Miscellaneous Revenues Other than Taxes

Revenue Stamps 4,3
Ministry Finance 11.7
Ministry of Justice 1.8
Ministry of Education 2.4
Other 2.1

4# National Bonds

5* Industrial Reconstruction Bonds

6 . Overdraft (temporary)

B. Aid-Derived Receipts (Counterpart)

1. Sales of Commodities

Saleables 140.8
Section 402 26 .

6

PL 480 24 .

5

S/A Security 1,9
Repayment Loan Account 1,9
Customs Income 24.6

2. Acquisition Costs

Government Projects
Private Projects

260.6

181.7

135.9

23.0

22.3

244.4

220.3

24.1

Total
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Expenditure FY 1961

A. Civil Government Budget

1.

General Expenditures 222.8

Salaries 65.7
Other Personnel Expenditure 16.9
General Utilities Expenses 21.1
Annuities 16.9
Business Operations 41-7
Local Government Transfers 41.0
Special Expenses 2.3
Other Expenses 16.2
Contingency Fund .8

Other Transfers .2

2.

National Bonds 10.5

3.

Industrial Reconstruction Bonds 21 .

5

B. Defense Budget 165.

6

C. Economic Reconstruction Budget 84 .

6

1.

Economic Rehabilitation Account 49.9

Government Project Costs 33.1
Government Project Acquisition Costs 14*7
Government Project Handling Charges 2.1

2.

Private Projects 28.3

Project Costs 18.9
Acquisition Costs 9*4

3.

Other Counterpart Transfers 6.4

Transfers to OSROK 1*5
Administrative Expenditures 4*0
Reserves .9

Total
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Table 2

Republic of Korea

FY 1961 General Accounts Budget Bxpendixures
by Object Class

(Excluding Economic Reconstruction Budget)

(in thousands of Hwan)

01 . Salaries 91,237,435

02 . Wage s 7 , 066,136

03. Allowances 11,536,762

04. Travel Expenses 8,961,927

05. Clothing Expenses 12,439,494

06 . Pood Expenses 47,305,642

07. Transportation, Communications
& Utilities Expenses 16 , 257,016

08 . Repair Expenses and Commissions 6
, 650,009

09. Consumables & Printing Expenses 19,534,095

10 . Fixtures Expenses 3,600,324

11 . Facilities Expenses 13 , 898,838

12 . Grants and Subsidies 104,240,145

13. Compensatory Payments 19,919,214

14. Repayments and Charges 12,676,223

15. Interest 5,883,204

16
,

Meeting Expenses 335,602

17. Special Expenses 1,123,556

18 . Information Expenses 3 ,
181,268

19. Reserve Fund -

20 . Contributions 1,341,725

21 . Loans 31,567,310

22 . Foreign Currency Purchasing Fund -

23. Taxes 813,139

24. Transfers 160,000

31. Storage and Forwarding Expenses _
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32. Raw Materials

33 * Stored Goods Expenses -

Contingency Fund 778*036

Total 420,507,100

Adds Economic Reconstruction
Budget Expenditures 84,533,892

Grand Total 505,040,992
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Table 3

Republic of Korea

Breakdown of Expenditures by Agency in FY 1961
Civil Government Budget and Economic Reconstruction

Budget (Government Projects)

(in Billions of Hwan)

Numbor of Employees General Economic Recon—
paid by Civil Accounts struction Budget

Government Budget Budget (Gov^ Projects)

Office of President 38 .22 —

Upper House 58]

390,

Councilors
)Staff 1.14 -

Lower House 233)Representa-
931 ) Staff

!lves 3.45 -

Supreme Court 2,318 3.26 -

Board of Audit 240 .29 -

State Counoil 781 4.09 1.5

Ministry of Foreign Affairs 410 4.91

Ministry of Home Affairs 37,150 47.03 12.7

Ministry of Finance 6,911 55.78 3.6

Ministry of Justice 4,251 6.26 -

Ministry of Education 4,032 65.67 6.0

Ministry of Reconstruction 92 1.06 1.2

Ministry of Agriculture & Forestry
2,269 22.29 11.1

Ministry of Commerce & Industry 237 5.33 7.5

Ministry of Transportation * * 4.1

Ministry of Communication * *•
.1

Office of Marino Affairs 1,368 5.95 -

Ministry of Health & Social Affairs
1,747 25.66 2.0

Central Election Committee 284 .23 -

Board of Atomic Energy 149 1.63 -

Contingency Fund .63 _

TOTAL 254.8 49,9

* Included in Special Accounts Budget.
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*

V

Table 4

Republic of Korea

FY 1961 Defense Budget Expenditures

(in Millions of Hwan)

Command Management 3 ,202

Pay and Allowances 64,123

Personal Services 1,412

Training 3,187

Food 50,249

Clothing 11,164

Logistics 6,808

Construction 9,708

Intelligence 1,481

Government Fees 10,628

Pensions 999

Reserve Activities 978

Other 1 , 660

1 65 , 647TOTAL
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Table 5

Republic of Korea

Counterpart Budget
FY 1961

(in Billions of Hwan)

Revenue

Total 244 >4

Non-Project Saleables (ICA) 140.8

Section 402 26.6

PL 480 Title I 24*5

S/A Security 1#9

Repayment Loan Account 1.9

Customs Duties 24.6

Acquisition Costs 24.1

Government Projects 14.7
Private Projects 9*4

Expenditures

Total 244.4

Economic Rehabilitation Account
(Government Projects) 33.1

Private Project Costs 18.9

Government Project Handling Charges 2.1

KAVA Handling Charges 1*5

Military Budget Support 159*8

Trust Fund and Administrative Costs 4*0

Reserve .9

Acquisition Costs

Government Projects
Private Projects

14.7
9.4

24.1
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Part

Part

Table 6

Republic of Korea

FY 1961 General Accounts Budget Expenditures
by Ministry of Agriculture and Forestry

I

.

General Administration Expenses

Chapter I. Administration Expenses

Section 1. Main Office Operation Expenses

2# Statistical Research Expenses

3. Protection of Private Forests

II > Economic Administration Expenses

Chapter I. Management Expenses

Section 1, Central Silk Inspection
Station

2. Agricultural Products
Inspection Station

3. Seoul Forest Station

4* Kang Nung Forest Station

5 . Che ju Ranch

X Hwan units)

4 68 , 883,300

468,883,300

98 , 850,900

126,241,500

243,790,900

19,825,180,000

1,155,562,900

34,106,600

787,617,800

120,010,000

72,709,200

81,013,800

6 . Pusan Livestock Quarantine
Station

Chapter II, Agricultural Administration Expenses

Section 1. Expenses for Promotion of
Agricultural Production
& Rural Areas

2, Seed Improvement Expenses

3, Measures for Supply & Demand
of Agricultural Production
Materials

4, Expenses for Inspection of
Pesticides

60,105,500

11,661,641,400

242,406,500

510,531,700

10,033,775,300

8
, 273,600

5. Sericulture Encouragement Expenses
337,788,700

6 . Expenses for Development of
Agricultural Organizations 528 , 865,600

Chapter III. Expenses for Farmland Development 5,061,301,800

Section 1. Expenses for Farmland Develop-
ment Measures 2,561,301,800

2. Loans for Farmland Development 2,500,000,000
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Chapter IV. Forestry Administration Expenses 919,661,300

-

Section 1. Expenses for Deforestation
of National Forest &
Disposal of Forest Products 175 ,066,500

2. Deforestation Expenses 61 ,480,200

3. Private Forest Expenses 252 ,
699,600

4. Expenses for Encouragement of

Special Forestry Production 77,145,400

5. Embankment Expenses 337 ,
286,600

6. Expenses for Protection of

Wild Birds & Beasts 15 , 983,000

Chapter V. Livestock Administration Expenses 1 , 027 ,
012,600

Section 1. Expenses for Promotion
of Livestock Production 634,311,900

2 . Expenses for Livestock
Disposal 154,450,000

3. Expenses for Veterinary Works 238 , 250,700

Institute of Agriculture 1 . 994 , 673,500

Chapter I. Administrative Office Expenses 313 , 586,500

Section 1. Main Office Operation Expenses 47,980,300

2. Experiment Planning &
Research Expenses 47 , 980,700

3* Seed Improvement Expenses 55 , 403,600

4. Agricultural Extension Expenses 82

,

367 ,100

5. Special Experiment Expenses 60 , 645,800

6. Expenses for Tentative Develop-

ment of Idle Land 20,000,000

Chapter II. Provincial Institute of Agriculture 667 ,
963,200

Section 1. Kyongkido Provincial

Institute of Agriculture 33,262,100

2. Chungchong Puk-do Provincial

Institute of Agriculture 25,409,800

3. Chungchong Nam—do Provincial

Institute of Agriculture 27,063,900

4. Cholla Pukdo Provincial

Institute of Agriculture 25,372,700

5. Cholla Namdo Provincial

Institute of Agriculture 28
,
021,200

6. Kyongsang Pukdo Provincial
Institute of Agriculture 26,798,300
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Section 7. Kyongsang Namdo Provincial
Institute of Agriculture

8 . Kang Wondo Provincial
Institute of Agriculture

27,985,800

25,622,700

9. Cheju Do Provincial Institute
of Agriculture 12,676,100

10.

Agriculture Extension Agents 435,750,600

Chapter III. Research & Experiment Expenses

Section 1. Agriculture Experiment
Station (Main Office)

2. Ihri Agriculture Experiment
Station

3* Mokpo Agriculture Experiment
Station

4. Horticulture Experiment
Station (Main Office)

5. Horticulture Experiment
Station (Branch Office)

1,013,123,800

159,395,600

55,777,600

20,252,100

78,423,100

70,231,700

6 . Sericulture Experiment Station 59,143,200

7. Forestry Experiment Station
(Main Office)

8 . Forestry Experiment Station
(Branch Offices)

9# Forest Seeding Experiment
Station

10. Livestock Experiment Station
(Main Office)

11. Livestock Experiment Station
(Branch Offices)

66,557,400

18,369,800

45,921,200

115 , 211,900

144,928,900

12. Livestock Sanitation
Laboratory (Main Offices) 92,233,700

13. Livestock Sanitation
Laboratory (Branch Offices) 86,677,600

Grand Total 22,288,736,800

Notes Within Sections each Item is sub-divided by Object-Class
( Sub-Item) as illustrated in Table 2. For example, in
the case of Part II, Chapter I, Section 5, Cheju Banch,
Items and Sub-Items are as follows: 01 Salaries 9,666,700,
2. Salaries of Government Employees 6,429,500, 3. Salaries
of Laborers 3, 237, 300 5 02 Wages 10,294,300, 1. Wages of
Special Employees 3,024,000, 2. Wages temporary Employees
?# 2?0 , 000 j etc*
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Table 7

Republic of Korea

FY 1961

Economic Reconstruction Budget Expenditures
Through the Economic Rehabilitation
Account for Government Projects

by Agency

(Hwan units)

Domestic
Wages

Acquisition!
Costs Total

Executive Office of the State
Council

515,137,100 995,500,000 1,510,637,100

Ministry of Home Affairs 10,621,360,800 2,088,800,000 12,710,160,800

Ministry of Finance 3,111,959,000 509,700,000 3,621,659,000

Ministry of Justice 0 0 0

Ministry of Education 2,740,733,700 3,310,510,000 6,050,784,700

Ministry of Reconstruction 647,315,100 544,400,000 1,191,715,100

Ministry of
Forestry

Agriculture &
10,433,354,800 654,429,000 11,087,783,800

Ministry of
Industry

Commerce &
4,846,595,800 2,636,408,000 7,473,003,800

Ministry of
Affairs

Health & Social
807,617,700 1,213,370,000 2,020,987,700

Ministry of Transportation 1,451,457,000 2, 660, 660*000 4,112,057,000

Ministry of Communications 10,500,000 130,000,000 140,500,000

Total 35,186,031,000 14 733, 258,000 49.919.289,000
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Table 8

FY 1961
Republic of Korea

Ministry of Agriculture and Forestry Economic

Reconstruction Budget Counterpart Expenditures Through

the Economic Rehabilitation Accounts

(Hwan units)

Domestic Acquisition

Project Title Wage s Costs Total

Crop Improvement 30 ,
086

, 500 )

38 , 120,000 332 , 886,700

Crop Experiment 264 ,
680 , 200 )

Agricultural Organizations 45 , 191 ,
600 )

26
, 192,000 76,271,300

Agricultural Cooperatives 4 , 887 , 700 )

Irrigation Projects 4,462,678,600 50 , 000,000 4 , 512 , 678,600

Erosion Projects 2,904,008,000)
256 , 730,000 4,223,132,900

Forestry Improvement 1,062,394,900)

Livestock Improvement

Veterinary Projects

52,682,100)

159,064,000) 26,835,000 456 , 171,100

Livestock Improvement Experiment 8,290,000)

Livestock Sanitation Experiment 209,300,000)

Agricultural Extension 800,232,500 196,340,000 996,572,500

Water-use Extension 129,665,100 0 129,665,100

Rat Damage Prevention 28,695,100 0 28,695,100

Agricultural Study 150,874,200 17,583,000 168 , 457,200

Forestry Study 29,129,500 0 29,129,500

Soil Classification 5,770,100 0 5,770,100

Agricultural Machinery Improvement 39,602,300 13,384,000 52,986,300

Blight & Insect Damage Prevention 4^122,400 16,610,000 62,732,400

Soil Test 0 0 0

Sericulture 0 0 0

Farming Fund 0 12,635,000 12,635,000

10,433,354,600 654,429,000 11,087,783,800Total
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Table 9

Republic of Korea

FY 1961 Economic Reconstruction Budget Expenditures
for Private Projects

(Hwan units)

10

20

Project
Year

Project
Number

Project
Title Wages

Acquisition
Costs Total

1957 281 Fishery Rehabilitation 200,000 191,040 391,040

59 n it 146,625 174,225 320,850

60 11 11 70,685 150,000 220,685

61 ti 11 583,000 0 583,000

61 11 (Fishery Operating Fund) 200,000 0 200,000

1957 463 Coal Mining Test 8,000 0 8,000

57 468 Mining Development 734,979 748,000 1 ,482,979

58 489 Coal Mining Development 127,600 0 127,440

59 n it 224,440 45,000 269,440

60 n 11 500,000 450,000 950,000

60 490 Metal Mining Development 100,000 75 ,ooo 175,000

56 220 Yongwol & Danginri Power
Station 163,500 320,000 483,500

57 11 11 198,400 400,000 599,360

58 11 ti 0 551,475 551,475

60 it it 0 150,000 150,000

56 221 Electric Distribution
Facility Rehabilitation 63,700 633,040 696,740

58 11 ti 534,800 174,900 709,700

59 11 n
797,829 375,000 1 , 172,829

60 it " 1 ,178,832 750,000 1
, 928,832

60 11 ti 424,868 253,892 678,760

56 223 Yongwol Power Station 0 0 0

56 224 Unam Power Station 50,000 0 50,000

56 225 Hanback Mine Power Station 0 0 0

56 228 Chongpyung Dam Rehabilitation
192,000 0 192,000

58 228 n 75,000 150,000 225,000

59 228 it 221,100 375,000 596,100
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Project
Sector Year

Project Project
Number Title Wages

Acquisition
Costs Total

20 1956 336 Power Distribution
Maintenance

0 242,480 242,480

58 501 Kunsan Power Station 300,000 75,000 375,000

59 m 11 100,000 0 100,000

59 230 Power Operation
Improvement

10,275 0 10,275

56 292 Straw Pulp Plant 684 , 668 368,000 1,052,668

57 it 11 200,000 320,000 520,000

57
11 Daehan Paper Manufacture

Plant
189,000 0 189,000

56 305 Caustic Soda Plant 202,513 240,000 442,513

56 306 11 131,481 320,000 451,481

57 444 Building Materials Plant 200,000 0 200,000

57 455 Small Scale Private
Projects 270,000 0 270,000

58 11 11 312,500 195,787 508,287

57 459 Medium Scale Private
Projects 976,188 633,360 1,609,548

58 n 11 900,000 370,000 1,270,000

61 414 Chung ju Fertilizer Plant
Operating Fund 2 , 000,000 0 2 , 000,000

59 472 Operating Fund 500,000 0 500,000

30 1957 423 Coastal Vessel Improvement 50,000 0 50,000

60 283 11 0 283,000 283,000

58 448 Housing Construction 0 130,350 130,350

59 448 ii
2 ,233,231 225,000 2,458,231

60 448 ii 2
, 000,000 0 2 , 000,000

61 it DLF Support ( Chungju
Hydro Electric Power) 500,000 0 500,000

61 11 20,000 KW Diesel Power
Station 300,000 0 300,000

Total 18 , 855,294 9,370,509 28,225.803Total



Table 10
Republic of Korea

Government Investment & Economic Development Program in FY 1961 Budget

(In millions of hwan)

Aid Resources Domestic Resources
Economic Economic
Rehabili- Reconstruc-
tation A/C tion Budget
Govt Pro.i Priv Pro.i

Sub-
Total

Vested
General Property Monopoly Transpor-

A/C A/C A/C tation A/C

Communi-
cations
A/C

Live In-
surance

A/C

Gov't Former
employee Grain Imper-
pension Manage- ial
A/C ment Estate

Sub-
Total

FY 1961
Total

Agriculture and
Forestry 11,716 — 11,716 19,168 6,500 — — _ _ 5,510 4,000 35,178 46,894

Irrigation
Embankment

1 Farming
Community Development

,

Others

4,513
4,322

629
2,252

4,513
4,322

629
2,252

5,061

337

263

13,507

2>500

.
,<

4,000 5,510 4,000

7,561
337

13,510
263

13,507

12,074
4,659
13,510

892

15,759

Fisheries 473 1,715 2,188 1
?
523 - - - - - - - - 1,523 3,711

Mining 3,035 3,013 6 , 04s 292 - - - - - - - - 292 6.340

Manufacturing 502 4,656 5,158 3,111 - - - - - - - 3,111 8,269

Fertilizer
Major Industries
Other Manufacturing 502

2,000
2,656

2,000
2,656

502

2,839

272

2,839

272

4,839
2,656
774

Medium & Snail-Scale
Enterprises - 4,358 4,358 10,523 — _ _ . . 10,523 14,881

Working Fund
Capital Fund
Export Encouragement
Others

500

3,858
500

3,858
300

10,223
300

10,223

500

3,858
300

10,223

Electricity - 9,562 9,562 19,125 - - - — — . — _ _ 19,125 28,687
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Aid Resources Domestic Resources

Economic Economic
Rehabili- Reconstruc-
ts tion A/C tion Budget

Govt Proi Priv Proj
Sub-

Total

Vested
General Property Monopoly Transport

A/C A/C A/C tation A/C

Communi- Life In-
cations surance
A/C A/C

Gov'

t

employee
pension
:./c

Grain
Manage-
ment

Formar
Imper-
ial
Estate

Sub-
Total

FY 1961
Total

Marine Transportation 3,464 333 3*797 1,803 - - - - - - - 1,803 5,600

Port and Harbor 3,148 3,148 340 340 3,488
Lighthouse 316 316 271 271 587
Ships 333 333 340 340 673
Dredging 697 697 697
Others 155 155 155

Public Works 11,339 - 11,339 2,310 - - - - - - - - 2,310 IL 649

£* Highway 4, £73 4,873 631 631 5,504
Flood jDarrirrol 2,900 2,900 1,334 1,334 4,234
Water Works 2,699 2,699 115 115 2Xl4
City Public Works 867 867 230 230 1^097

Railroads 4,112 - 4,112 - - - 13,541 - - - - - 13,5a 17.653

Communications 141 - 141 - - - 12,693 - - - - 12.693 12,834

Other Economic Works 4,183 - 4,183 636 - 3,867 - - 213 - - - 4,711 8,899

Housing 701 4,588 5,289 - 1,200 - - - - - - - 1,200 6,439

Health & Social Welfa:re

1,321 - 1,321 533 - - - - - - - - 533 1,854

Health & Sanitation 937 937 324 324 1,261
Social Welfare 384 384 209 209 593
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Aid Resources Domestic Resources
— : 5 . " Gov ’ t
Economic ttconomic _ .. n

Rehabili- Recon struc- Vested Commum- Life In- employee Grain

tation A/C tion Budget Sub- General Property Monopoly Transpor- cations surance pension Manage-

Govt D ro.j Priv Pro.j Total A/C A/D A/C
.

tation A/C __A/C_ ncnt_

Education 6,051

Public Admin^ stration 2,881

Contributions

Rehab, of Typhoon
Damages

6,051

2,881

9,632

1,668

1,342

129

Former
Imper-
ial
Estate

147

Sub-
Total

9,632

1,944

1,342

<3 TOTAL 49 , 919 28,225 78,144- 71,666 7,700 3,867 43,541 42,693 £43 5 , ,

540 429 447 419^466

FY 1961
Total

45,683

4,825

4,342

497,610



Table 11

Republic of Korea
FY 1961 Economic Reconstruction Budget

Summary of Obligations, Budget and Carryovers

(Excluding Acquisition Costs)
(in thousands of Hwan)

Authorized Total
Outstanding Unfunded FY 1 6l Current Budget Funded "Automatici" Carryover Possible Claim

Field of Activity
ProAg

Balances c

Special
Carryover

Existing ProAgs
in FY'6l Budget

Added Amounts in
FY • 61 Budget

Total
FY* 61 Budget

Not withdrawn from
Cpt. JC by MOF

Balances in on Cpt, Funds
Econ. Rehab A/C During FY*6l

(1) (2) ~ur U) (i) (6) (7) (2+5+6f7

)

Agriculture, Forestry, & 10,139,433 64,257 9,684,670 5,618,122 15,302,792 408,722 1,499,769 17,275,540
fisheries

Government Projects (9,037,852) (64,257) (9,267,360) (4,835,122) (14,102,482) (46,094) (1,499,769) (15,712,602)
Private Projects (1,101,581) ( - ) ( 417,310) ( 783,000) ( 1,200,310) (362,628) ( - ) ( 1,562,938)

(l) Agriculture & Forestry 6,709,463 64,257 6,679,089 3,754,266 10,433,355 317,187 885,384 11,700,183

Government Projects (6,675,843) (64,257) (6,679,089) (3,754,266) (10,433,355) (46,094) (885,384) (11,429,090)
Private Projects ( 33,620) ( - ) ( - ) ( - ) ( - ) (271,093) ( - ) ( 271,093)

(2) Fisheries 1,229,970 - 535,427 1,035,949 1,571,376 91,535 35,395 1,698,306

Government Projects
( 162,009) ( - ) (118,117) ( 252,949) ( 371,066) ( - ) (35,395) ( 406,461)

Private Projects (1,067,961) ( - ) (417,310) ( 783,000) (1,200,310) ( 91,535) ( - ) (1,291,845)

(3) Flood Control 2,200,000 - 2,470,154 330,000 2,800,154 - 308,728 3,108,882

Government Projects (2,200,000) ( - ) (2,470,154) ( 330,000) (2,800,154) ( - ) (308,728) (3,108,882)
Private Projects ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) ( - )

(4) Community Development - - - 497,907 497,907 - 270,262 768,169

Government Projects
( - ) ( - ) ( - ) ( 497,907) ( 497,907) ( - ) (270,262) (768,169)

Private Projects ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) ( - ) ( - )



Authorized
Outstanding Unfunded FY

Field of Activity
ProAg Special

Balance s Carry ever
Existing ProAgs
in FY*6l Budget

u) (2) (3)

Industry & Mining 19,959,202 586,481 12,162,692

Government Projects
Private Projects

( 2 , 473 , 991 )

( 17 , 485 , 211 )

( 586 ,481 )

( - )

(1,780,019)
(10,382,673)

(l) Mining 3,962,737 15,000 3,321,171

Government Projects
Private Projects

( 1 , 674 ,
668 )

(2,287,869)
( 15 ,

000 )

( - )

(1,626,152)
(1,695,019)

(2) Industry 8,596,635 - 4,421,805

Government Projects
Private Projects

( 67,578)
(8,529,057)

( - )

( - )

( 44,455)
(4,377,350)

(3) Power 6
, 668,285 - 4,310,304

Government Projects
Private Projects

( - )

( 6 ,
666

, 285 )

( - )

( - )

( - )

(4,310,304)

(/) Waterworks Improvement 606,060 571,401 98,912

Government Projects
Private Projects

(606,060)

( - )

(571,481)
( - )

(90,912)
( - )

( 5 ) Communications 125,485 V -
/ 10,500

Government Projects
Private Projects

(125,405)
( - )

( - )

( - )

( 10 , 500 )

( - )

(in thousands of Hwan)
Total

61 Current Budget Funded "Automatic" Carryover Possible Claim
.ddc-d Amounts in
FY'6l Budget

Total Not withdrawn from
FY'6l Budget Cpt. sjC by M0F

Balances in on Cpt. Funds
Econ.Rehah xjC During FY ! 61

“TTT (5) (6) (7) ( 2+5+6+7

)

5j5.45».?6Q 17 , 708,552 1 , 566,840 1,137,199 20,999,072

( 2 , 556 ,
860 )

( 2 , 989 ,
000 )

( 4 , 336 , 879 )

( 13 , 371 , 673 )

( 254 , 854 )

( 1 , 311 , 986 )

( 1 , 137 , 199 )

( - )

( 6,315,413)
( 14 , 683 , 659 )

- 3,321,171 107,721 61,742 3,505,634

( - )

( - )

( 1 ,
626

, 152 )

( 1 , 695 , 019 )

( 107 , 721 )

( - )

( 61 , 742 )

( - )

(1,810,615)
(1,695,019)

2,445,860 6 , 867, 665 1
, 088,936 1,022 7,957,623

( 256 ,
860 )

(2,139,000)
( 301,315)

( 6,566,350)
( 3 , 376 )

( 1 , 085 , 560 )

( 1
,
022 )

( - )

( 305,713)
(7,651,910)

800,000 5,110,304 226,426 - 5,336,730

( - )

(800,000)
( - )

( 5 ,
110

, 304 )

( - )

(226,426)
( - )

( - )

( - )

(5,336,730)

2
, 300,000 2 , 398,912 143,757 241,342 3,355,492

( 2 , 300 ,
000 )

( - )

( 2 , 353 , 912 )

( - )

(143,757)
( - )

( 241 , 342 )

( - )

(3,355,492)
( - )

- 10,500 - 833,093 843,593

( - )

( - )

( 10 , 500 )

( - )

( - )

( - )

( 833 , 093 )

( - )

( §43,593)
( - )



Authorized
Outstanding Unfunded FY f

Field of Activity

ProAg
Balances

Special
Carryover

Existing ProAgs
in FY' 6l Budget

~ur ( 2 ) ir
Transportation 7,313,389 87,430 6,999,599

Government Projects
Private Projects

(6,986,872)

( 326,517)
(87,430)

( - )

(6,949,519)
( 50 ,

080 )

(l) Highways & Bridges 3,989,538 - 3 , 350,000

Government Projects
Private Projects

(3,909,538)
( - )

( - )

( - )

(3,850,000)

( - )

( 2 ) Railway Construction 939, C64 87,430 780,090

Government Projects
Private Projects

(870,520)

( 68,544)

(87,43c)

( - )

(780,090)
( - )

(3) Marine Aids 1 , 347,174 - 1,698,142

Government Projects
Private Projects

(1,589,201)
( 257,973)

( - )

( - )

(1,648,062)

( 50,080)

(4) Civil Aviation 537,613 - 671,367

Government Projects
Private Projects

( 537 , 613 )

( - )

( - )

( - )

( 671 , 367 )

( - )

Health & Sanitation 717,607 _ 694,901

Government Projects
Private Projects

( 717 , 607 )

( - )

( - )

( - )

( 694 , 901 )

( - )

(l) City Itrainage 207,835 - 467,400

Government Projects

Private Projects
( 207 , 835 )

( - )

( - )

( - )

( 467 , 400 )

( - )

(in thousands of Ewan)
Total

61 Current Budget
kdded Amounts in Total

FY 1 61 Budget FY'6l Budget

U) ( 5 )

Funded "Automatic" Carryover
Not withdrawn fr^m Balances in

Cut. A/C by MOF Ec on. Rehab A/CW ( 7 )

Possible Clai
on Cpt. Fund
During FY 1 61

( 2+5+ 6+7 )

900,000

(900,000)

( - )

7,899,599

(7,849,519)
( 50,080)

2,071,871

( 2 , 007 , 071 )

( 64 ,
300 )

3 , 123,667

( 3 , 123 , 667 )

( - )

13,182,567

(13,067,687)
( 114,88c)

( - )

( - )

( - )

( - )

900,000

(900,000)

( - )

( - )

( - )

3,850,000

(3,850,00c)

( - )

780,090

(780,090)
( - )

2,598,142

( 2 , 548 ,
062 )

( 50 ,
080 )

671,367

( 671 , 367 )

( - )

1 , 061,991 84,844 4 , 996,835

( 1 ,
061

, 991 )

( - )

(84,844)

( - )

( 4 , 996 , 335 )

( - )

720,000 1 , 031,684 2,619,204

(720,000)

( - )

1 , 031,684

( - )

( 2 , 619 , 204 )

( - )

241 , 600 1,699,622 4 , 539,364

(176,00c)

( £4,800)
( 1 , 699 ,

622 )

( - )

(4 ,424 ,484 )

( 114,800)

48,200 307,517 1
, 027,164

( 48,280)

( - )

( 307 , 517 )

( - )

( 1 , 027 , 164 )

( - )

4 C 0,000

(400,000)

( - )

400,000

(400,000)

( - )

1,094,901

(1,094,901)

( - )

867,400

( 867 ,400 )

( - )

110,011

(110,011)

( - )

( - )

( - )

254,152

(254,152)

( - )

137,511

(137,511

)

( - )

1 , 4 67 , 0 64

( 1 ,467 , 064 )

( - )

1 ,C04 , 9H
( 1 , 004,911 )

( - )



Field of Activity

Outstanding

ProAg
Balances—nr~

Authorized
Unfunded
Special

Carry :vo

r

' (2

FY 1 61 Current Budget

Existing ProAgs xxdded Amounts in

in FY 1 61 BuAfi-ot FY 1 Cl Bud^t

T3T TU

(2) Health & Sanitation

Government Projects

Privp.te Projects

5 , Education

Government Projects

Private Projects

6* Social Welfare & Housing

i Government Projects
> Private Projects
r'v

1

(l) Housing Construction

Government Projects
Private Projects

(2) Social Welfare

Government Projects

Private Projects

7* Statistics & Public

Administration

Government Projects

Irivate Projects

G. Others

x Government Projects

Private Projects

509,772 - 227,501

( 509 , 772 )

(
- )

( - )

( - )

( 227 , 501 )

( - )

2 . 129,900 2,759 2,611,237

( 2 , 129 , 900 )

(
- )

( 2 , 759 )

( - )

(2,611,237)

( - )

7,735,760. 17,156 4.464,047

( 363,005)
(7,372,755)

( 17 , 156 )

(
- )

( 231,616)
(4,233,231)

7 , 503,046

( 131,091)
(7,372,755) ! : i

4,253,206

( 19,975)
(4,233,231)

231,914 17,156 211,641

(231,914)

(
- )

( 17 , 156 )

( - )

(211,641)

( - )

06,355 3,405

(06,355)

( - )

( - )

( - )

( 3,405)

( - )

1.142,756 110,937 219,733

(1,142,756)

( - )

( 110 , 937 )

( - )

( 219 , 733 )

( - )

(103,997)

( - )

( -
)

(
- )

( - )

( - )

( - )

(
- )

704,395

(704,095)

( - )

441 ,400

Total
FY' 61 Budget

(5)'

227,501

(227,501)

(
- )

2 . 715 , 23-;

(2,715,234)

(
- )

4 , 4 64 , Gh7

( 231 ,
616 )

(4,233,231)

4,253,206

( 19,975)
(4,233,231)

211,641

(211,641)

( - )

708,300

(700,300)

( - )

661.141

(441,400)

(
- )

(in thousands of Hwan)

T jtal

Funded '’Automatic” Carryover Possible Claim

Not withdrawn from Balances in

Cut. A/C by M0F Econ. Rehab A/C
on Cpt. Funds
During FY 1 61

(2+5+6+7

)

(7)

110,011 116,641 462,153

( 110 ,
011 )

(
- )

(116,641)

( - )

(162,153)

(
- )

320,070 700,646 3,746,709

(326,070)

( - )

(700,646)

( - )

(3,746,709)

763,339 247,255. 5, 192,597

( 125 ,
000

)

(630,339)

(247,255)
( - )

( 521,027)
(4,871,570)

630,339

( 630 , 339 ]

23,270

(23,270)
(

- )

4,914,015

( 43,245)
(4,871,570)

125,000 223,905 577,702

( 125 ,
000 )

( - )

(223,905)

(
- )

(577 ,702)

(
- )

32,209 532.200 1.272. 077

(32,209)

(
- )

(532,203)

(
- )

(1,272,077)

(
- )

1,032,000

1
(1,032,000)

1 ( - )

70,560 1
j
<J 32

j
63G

(70,560)

( - )

( 1 ,
002 , 630 )

( - )



Field of Activity

9 # Contingency (Economic

Rehabilitation A/C)

Government Projects

Private Projects

(in thousands of Hwan)

Authorized
Outstanding Unfunded FY f 6l Current Budget

ProAg Special Existing ProAgs Added Amounts in Total

Balances Carryover in FY'6l Budget FY’61 Budget FY 1 61 Budge

t

Funded ’'Automatic" Carryover

Not withdrawn from Balances in

Cpt. A/C by MOF Econ. Rehab A/C

Total
Possible Claim
on Cpt. Funds
During FY* 61

(

(

)

)

- 1 '033.571 1,033,571

( ( - ) (1,033,571) (1,033,571)

(
- ) (

- ) (
" )

( - )

( - )

( - )

( - )

1.033,571

^dd UNKRA Projects 374,000

Total

Government Projects

Private Projects

49.224,482 877,020 3 6.841,084 14 .747,853 51.962,537

(22, 9 38, 418) (877 ,020)

(26,286,064) ( - )

(21,757,790)
(15,083,294)

(10, 975. §53)

( 3,772,000)

(33,107,643)
(18,855,294)

6,321,142

(3,943,389)
(2,377,753)

7,565,536 66 , 726,635

(7,565,536) (45,493,588)

(
- ) (21,233,047)

Notes: Amounts appearing in Preset Agreements (Column l) represent planning figures and do not constitute a firm "Claim" on counterpart

While amounts appearing in Column 2 do not appear in the FY 1961 budget as passed hy the National Assembly, they do represent

a potential "claim" on counterpart in that the spending ministries concerned have processed the projects to the point the iY 1961

available funds will likely be used for their implementation.

Figures in Columns 3 and 4 represent amounts appearing in Project Agreements which have been rebudgeted in FY 1961 (Column 3) and

amounts that have been newly added by the FY 1961 budget (Column 4)«

Figures in Columns 6 and 7 represent amounts appearing in prior year budgets that have been previously released by CEB action

but which have not been withdrawn from the Counterpart Collections Account by MOF (Column 6), or amounts which have been

withdrawn by MOF but have not been expended from the Economic Rehabilitation Account for Government Projects (.Column l

)

.
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Table 12

Republic of Korea

FY 1961
Summary of Special Accounts

(in millions of Hwan)

Total

Table Revenue Expenditure
Surplus
or Deficit

Number of
Employees

13 Monopoly Enterprises 70,839 47,770 +23 , 069.0 8,945

14 Grain Management 49,239 49,228 +10.8 1,349

15 Ministry of Transportation 60,335 60,120 +215.0 27,943

16 Ministry of Communications 27,669 32,189 -4,520.4 14,730

17 Government Foreign Exchange
Control Account 18,288 18,288 _

18 Medium and Small-Scale
Industries Encouragement
Fund *

( 10 , 000 ) (*-10
,
000 . 0 )

19 Vested Property 9,461 9,458 +3-1 383

20 Office of Supply 6,242 7,729 - 1
, 487.7 580

21 Government Employees
Pension 6,406 8,243 -1

, 836.0 63

22 Land Reform 2,801 2,797 +4.3 543

23 Former Imperial Estate 709 707 +1.5 192

24 Postal Life Insurance and
Annuities 522 521 +1.0 123

Total 252,510 247,050 +5,461.0 54,851

* Revenues for anticipated loan fund expected to be derived from fines
and penalties. However, Hwan 10.0 billion is budgeted as an
expenditure but fines and penalty revenues are not specifically
designated as a matching revenue.
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Table 13

Republic of Korea

Monopoly Enterprises Special Account FY 1961

(In millions of Hwan)

Revenue

Total 70,3;

Tobacco
Salt
Ginseng

59,464
11,167

208

Total

Expenditure

47,770*

Tobacco Monopoly Expenses 35,364

Salt Monopoly Expenses 11,167

Ginseng Monopoly Expenses 308

ft Excluding transfer of Hwan 23*0 billion to General Account, and

Hwan 69.0 million transferred to Pension Account.

Table 14

Republic of Korea

Grain Management Special Account FY 1961

(In millions of Hwan)

Revenue

Total 49,239

Grain Sales 43,289
Miscellaneous Revenues 608

Loan Receipts 342

Expenditure

Total 49 , 228

Grain Purchase 35,924
Handling Charges 9,770
Other Expenses 1,646*
Debt Expense 880
Contingency 1,008

* Excludes Hwan 10,837 million transferred to Pension Account.
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Table 15

Republic of Korea

Ministry of Transportation Special Account

FY 1961

(In millions of Hwan)

Revenue

Total 60,335

Railway Receipts 53,354
Hotel Receipts 1,360
Administrative Receipts 121

Expenditure

Total 60,120

Railway Operations 49,030
Railway Maintenance and Development 8,135
Hotel Operation 1,604
Administration 807
Loan Repayment 385
Contract Expenses 34
Contingency 25*

* Excluding Hwan 215.2 million transferred to Pension Account.

Table 16

Republic of Korea

Ministry of Communications Special Account FY 1961

(In millions of Hwan)

Revenue

Total 27,669*

Postal Receipts 7,371
Telephone and Telegraph Receipts 20,076
Other Receipts 222

Total

Expenditure

32,139

Postal Operations 6,770
Telecommunications Operations 19,933
Management and Administration 5,097
Loan Repayments 161
Contingency 223**

* Excluding overdraft of Hwan 1.13 billion and DLF Loan valued
at Hwan 3.5 billion.

** Excluding Hwan 110 million transferred to Fersion Account.



- 42 -

Table 17

Republic of Korea

Government Foreign Exchange Control Account FY 1961

(In millions of Hwan)

Revenue

Total 18 , 288

Foreign Exchange Seles 17,587
Settlement of Bank Guarantees 454
Repayment in Hwan of Dollar Loan 66
Carryover from Previous FY

(Economic Coordination Account) 181

Expenditure

Total 18.288

Purchase of Foreign Exchange 17,587
Administrative Expense 6
Court Expense 1
Repayment of Erroneous Payments 13
Interest on Borrowings 10
Contingency 671

Table 18

Reoublic of Korea

Medium and Small-Scale Industries Encouragement
Fund Special Account FY 1961

Revenue

Total

General Account Penalty Tax
Fines

(In millions of Hwan)

10,000

7,000
3,000

Expenditure

Total 10,000

Loans 10,000
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Table 19

Republic of Korea

Vested Property Special Account FY 1961

(In millions of Hwan)

Revenue

9,461

8,467

7

987

Expenditure

Total 9,458

Salaries 177

Maintenance 91

Claims Clearance 44

Property Disposal Expenses 138

Collection Expense 201

Agents Commission 203

Other Expenses 444

Loans 7,700

Contingency 460*

Total

Vested Property

Government Property

Miscellaneous Revenues

x Excluding Hwan 3»1 million transferred to Pension Account.
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Table 20

Republic of Korea

Office of Supply Special Account FY 1961

(in millions of Hwan)

Revenue

Total 6,242*

Commodity Handling 4,447

Procurement Handling 1,255

Ocean Freight Abroad 300

Sales of Government Property 10

Miscellaneous 230

Expenditure

Total 7,729**-

Main Office Expenses 210

Local Office Expenses 226

Overseas Drocurement Officials 68

Commodity Handling 4,917

Procurement Expenses 681

Ocean Freight 300

Miscellaneous 418

Debts 10

Contingency 899

Excluding transfer of Hwan 1.5 billion from Counterpart Deposit

Account.

H-ft Excluding Hwan 5*3 million transferred to Pension Account.
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Table 21

Republic of Korea

Government Employees Pension Special Account FY 1961

(In millions of Hwan)

Revenue

Total (excluding transfers) 6,406

Employees Contributions 4,832
Government Contributions 2,944*
Interest Income 307
Transfers from Other Special Accounts 160

Expenditure

Total 6,243

Pension Payments 2,573
Reserve 5,310
General Administrative Expenses 152
Reserve 8

* Includes transfers from General Account of Hwan 1,676.2 billion.

Table 22

Republic of Korea

Land Reform Special Account FY 1961

(In millions of Hwan)

Revenue

Total 2,801

Farmland Compensation 2, 512
Receipts from Government Property 65
Remuneration for Land Formerly in

North Korea 17 5

Miscellaneous 49

Expenditure

Total 2,797

Land Reform Operations 949
Expenses for Settlement of Claims 76
Adjustment of Land Registries 553
Farmland Compensation 474
Expenses on Former North Korean
Territory 153

Miscellaneous 12
Contingency 579*

* Excluding Hwan 4.3 million transferred to Pension Account
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Table 23

Republic of Korea

Former Imperial Estate Special Account

FY 1961

(in millions of Hwan)

Revenue

Total 709

Receipts from Admissions 352
Revenue from Sales of Government
Property 104

Rent from Government Property 243
Interest 5

Expenditure

Total 707

Administrative Exoenses 121
Project Expense 527
Allowance for Imperial Household 20
Government Employees Pensions 2
Reserve 11
Contingency 26*'

* Excluding Hwan 1.5 million transferred to Pension Account.

Table 24

Republic of Korea

Postal Life Insurance and ‘nnuities Special --.ccount

FY 19ol

(In millions of Hwan)

Revenue

Total 522

Insurance Fees 408
Interest Income 110
Other 4

Expenditure

Total 521

Office Expense 34
Management Expense 38
Post Office 39
Miscellaneous Expense 59
Remunerations 72
Reserves 213
Contingency 64
Other 2#

* Excluding Hwan 1.0 million transferred to Pension Account.
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Table 25

%

Republic of Korea

FY. 1961. Fijrst jSupp

'

•udr^e_t Outline

(in billions of

bet Ad

I • Revenue

A. General A
.ccount

1. Income Tax 0.4
2. Special Estate Tax 0.5
3. Increase, Co- odity Tax 3.4
4. Increase, Customs D- ties (new) 3.7
5. Special Customs Duties (new) 0.5
6. Decrease, Admissions Tax -0.5
7. Travel Tax 0.2
2. B0K Profit 1.7

9. Korea, Industrial Dank Liquidation 0.7
10. Various Profits 6.5
11. others 0.1

p
. Industrial Reconstruction r

’onds

C . Connter - art Fund ( Ca sh

)

7) . Counterpart Acquisition Costs
E. PL 420 (Title II) (in kind)

Total levenues

II. Expenditure

A. National Construction Service
B. National Secv"ity Expenditures

1. Police Expenditures 2.5
2. 0^erse~s Propaganda 1 ni • •

C. Civil Servant Pav taise

D. p0,-er Development
. , I-Ja iu Fertiliser Plant
F. others

1. Fertiliser Subsidy (direct) 7.1
2. Subsidy to Exchange Grain for Fertiliser

( Administrative Expenses

)

0.9
3. Railroad F^re Raise 0.3
4. Additional. Deposit on PL 400 1.6
rr
J m Foreign Exchange E'.coenditures 2.4
6. Bariev Subsidy 2.6
7. Interest on Industrial Bonds 0.5
g Universit7r Facilities 0.7
9! Establishment of New Organizations 1.3

10. National Defense (Purchase of Raw Cotton) 0.7
11. National Defense Pay Raise 1.0
12. Foreign Obligations 1.0
13. Fund for Purchase of Foreign Exchange 0.5
14. .Deserves 2.3
15. Others 1.2

G. K43 Operating Fund
H. Capital for Small Industry Bank
I. Exp«ort Subsidy
J. Net Increase for U XRA Projects
K. Acqiaisition Costs
L. Diverted from Regular Budget

hwa.n)

^

J iti*ri

17.2

13.6
50.0
-.3

13.0

104.I

40.0
3.7

1 • c

13.1
3.5

24.1

0.0
1.0
1.0
1.0
".3

-7.8

Total Expenditures 104.1


